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ANALYSIS OF EVIDENCE. 


Eight Hon. The EARL OF NORTHBROOK, G.O.S.L 

Has been, connected with Administration of India 
since 1853, mid was Governor- General from 1872 to 
1876, 8394. 

The Government of India acted rightly in closing the 
mints to the free coinage of silver in 1893 with a view 
to establishing a gold standard, 8396, 8419. 

The closing of the' mints has not seriously interfered 
with public or private interests in India, 8396, 8489- 
90, 8544, 8554-9, 8564-74. 

The reopening of the mints would be injurious to the 
people of India, 8397-9. 

It would necessitate au increase of taxation which may 
be estimated at about 7 crores of rupees a year, 8399- 
406, 8454-6. 

To increase taxation in India would be unwise and 
dangerous, 8407, 8411-6, 8497-501. 

Increase of taxation since 1886, 8408. 

Grave objections to interference with laud revenue, 
8410, 8551, 8581-4. 

The present artificial system of currency is unsatisfac- 
tory, 8417. 

Witness, though in favour of a gold standard for India, 
docs not agree with the particular method proposed 
by the Government of India for establishing it, 
8418-21. 

Au effective gold standard implies a gold currency; 
but it is not necessary that the token silver currency 
should bo convertible into gold to an unlimited 
extent. The existing currency notes of high 
denominations might, however, be made convertible 
into <T old, 8422—5, 8431—6, 8438—40, 8468-73, 84/9—88, 
8493-6, 8519-34, 85G0-3, 8575-80. 

Suitability of a gold standard and gold currency for 
India, 8447. 8475, 8545. 

Sovereigns should bo made legal tender in India, and 
should be coined at the Indian mints from gold 
brought to the mints by the public ; it would not be 
necessary for tho Government to accumulate gold for 
the purpose, 8428-30, 8502-10, 8539-42. 

The sold value of the rupee should be fixed at la. 4 a. f 
8437, 8457-66, 8474, 8509-17, 8543. 

Witness is in favour of the grant by the Imperial 
Government of assistance to India for the purpose of 
making a gold standard effective, 8439, 8442-3. 

Is opposod to the imposition of a heavy import duty on 

silver, 8444-6. . . , . 

The present is a favourable time for introducing an 
effective gold standard, 8448. 

Importance of steadiness in management of finances or 
India, 8449, 8546-50. , , . 

The establishment of an effective gold standard in 
India would not render impossible an arrangement 
in the future with France and America, 8449, 8492. 

Relation between Government of India and Presidency 
Banks, 8450-1, 8535-8. 


Mr WILLIAM JAMES THOMPSON, Senior, and 
M in WILLIAM JAMES THOMPSON, Junior. 

Have been in business for many years as tea-brokers in 
Mincing Lane; Mr. Thompson, Senior, is Chairman 
of tho National Discount Company, 8585-90. _ 

Prices in London of Indian, Ceylon, and China tea 
from 1883-84 to 1897-98, 8591. 

In consequence of the superior strength and quality -of 
tea from Ceylon and India, as compared with that 
from China, the imports of the former into Great 
Britain have rapidly increased, and those of the latter 
have fallen away, 8592-7, 8620-1, 8652-3 867^-7. 

The superiority in quality of Indian and Ceylon tea 
over China tea is in part due to the difference m the 
plant, and perhaps in part to superior Boil, 8622-3, 

An^increase in the importation of China tea is, 

TheTalUn P the price of tea has been due to circum- 
stances affecting supply, and demand, 8598 9, 8611-2, 
864*1-5, 8660-5. 
i T 8514. 


Mr. WILLIAM JAMES THOMPSON. Senior, and 
Mr. WILLIAM JAMES THOMPSON, Junior— 
cunt. 

The markets for Indian and Ceylon tea, outside the 
United Kingdom, are Australasia, North America, 
and Russia. In Australasia the demand is now very 
large, and in Russia it is growing considerably, 
8600-9. 

The supply of Indian and Ceylon tea will probably 
continue to increase, but not so rapidly as hitherto, 
8613, 8640, 8666-7. 

The rise in exchange has for the time affected profits 
and checked production, but a fall in exchange might 
lead to over-production and cause a fall in price, 
8615-8, 86*24-35, 8646-50, 8668-70, 8678. 


Mr. W. H. CHEETHAM. 

Is a member of the firm of Kilburn and Co., Calcutta, 
which is interested in several branches of industry, 
u 8679-80. 

Was strongly opposed to the closing of the Indian 
mints in 1893, 8682. 

Opinion in commercial circles in India as to closing of 
mints, 8683, 8779-87. 

Effects of closing of mints : — 

(1) Monetary stringency : 

Insufficiency of currency has caused, and is still 
causing, monetary stringency in India, 8710-8, 
8727-8, 8772 , 8791, 8793, 8795, 8888-904, 8991— 
9014; whereas, when the mints were open, 
stringency was relieved by the importation of 
silver, 8729-31, 8964-72, 9008-11. 

Injurious effects of monetary stringency on Govern- 
ment securities and on industrial securities and 
enterprise, 8772-7, 8860-7, 8886-7, 8981-90. 

Effect of stringency on cotton-spinning and _other 
manufacturing industries in India, 8727, 8792-4, 
8888-96, 8931-3. 

Stringency felt in Behai 1 and Central India, 
8720-L ov>4 . 

Stringency not felt bv agricultural classes, 8934-6 

(2) Effect on cotton-mills in India, China, and 

Japan, of rise in the exchange value of the rupee 
and fall in silver, 8738-44, 8768-71, 8912-30, 
8973-80. 

(3) Effect on Indian opium trade of rise m value of 

rupee and fall in silver, 8745-6. 

Witness is in favour of re-opening the Indian mints, 
8685-6, 8789. 

Effects of re-opeuing the mints : _ . 

Would raise the value of silver, 8688-92, 8702-6, 
8790, 8884-5. 

Would establish confidence, 8872-3. 

Would ultimately steady exchange, 8707-9. 

Effect on prices and wages in India, 8839-54. 

The loss to Government caused by re-opening the 
mints might be met by temporary borrowing or 
temporary additional taxation, 8694-8, 8624—39, 
8856-9, 8874-7. 

Gold Standard for India:— 

Desirable, but impracticable, 8/oo-9, 6800-4, 

8937-43. , , , 

If convertibility were established, rupees would be 
taken out of hoards, and gold would be hoarded 
in their place, 8759-64, 8805-23, 8878-83, 
8944-56. 

Financial position of India before the closing of the 
mints, 8765-7. , 

Effect of falling exchange on production and export 
trade, 8733-7, 8905-11. 

Tea-planting industry fi7i7Q 

Competition between India and China, &747-9, 
8797-9* 

Depression in the tea-trade caused by over-produc- 
tion and accentuated by rise in exchange, 8796. 
Alleged prevalence of illicit coinage in India, 8957-65. 
Currency and prices in China, 8750-4. . .. . 

Relative stability of silver and gold m relation to 
commodities, 8755; 
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Mr. DONALD GRAHAM, C.LE. 

Is a merchant trading with India, 9015-20. 

Was present during examination of Mr. W. H. Oheet- 
ham, and is in general agreement with his evidence, 
9021-2. 

Was opposed to the closing of the mints in 1893, 
9023-5. 

Grounds of objection to the closing of the mints : — 

Fall in the rupee price of silver ornaments, 9027- 
34, 9200-16. 

Undue stress was laid on the difficulties of Govern- 
ment, and too little thought was given to the 
interests of the people, 9034-7, 9144-8, 9301-14. 

The fall in exchange prevented suffering which 
would otherwise have resulted from fall in prices, 
9037. 

Difficulty of procuring a sufficient reserve of gold 
to make a gold standard effective, 9037, 9089-93. 

Special disadvantages of an artificial system . of 
currency in India, on account of alternating 
seasons of active and slack trade, 9037. 

Opposition of natives of India, 9037. 

Events have justified the objections to the closing of 
the mints, 9038. 

The chief evil brought about by the closing of tho mints 
is monetary stringency, 9040-1, 9068-76, 9130-2, 
9189,9227, 9334 (note). 

It is quite possible that there may not be in the busy 
season of 1S98-9 as great a stringency as in 1897-8, 
9077-9. 

India needs a free, large, cheap, and abundant currency, 
9064-5. 

A falling exchange stimulates exports, 9084-5, 9150- 
67. 

If the rupee fell below a certain point, the fall would 
cease to be advantageous to India, because the rupee 
would no longer be suitable for the wants of the 
people, 9065-7. 

Alleged effects of fluctuations of exchange in encourag- 
ing speculation, 9107-8, 9236. 

Difficulty at present time of making forward contracts 
for exchange, owing to uncertainty of money market, 
9109, 9136-43, 9234-6. 

Mints should be gradually re-opened, 9039-40, 9252-60. 

Effects of re-opening the mints : — 

Additional taxation would be necessary, at least 
for a time, 9042-3, 9046, 9149. 

The yield of existing sources of revenue would 
automatically increase, 9047-9, 9174-93, 9231, 
9291-6. 

Import duties and export duties, 9050-3, 9114-5, 
9118-21, 9232-3. 

Death duties, 9054, 9123-6. 

Railway rates might be raised, 9056-7, 9127-9. 

The country at large would benefit, 9043-5. 

Exchange would become more stable, because the 
causes which broke down the price of silver have 
no<v worked themselves out, 9059-63, 9168-9, 
9218-27, 9297-300. 

Prices would rise, 9052-3, 9058, 9161-8, 9170-3, 
9194, 9237-42, 9322-34. 

Prices in India do not appear to have risen materially 
since the fall in silver began ; but this is due to the 
fall in gold prices, 9080-3, 9088, 9165-8. 

Gold standard: — 

Impracticable owing to difficulty of procuring 
sufficient supply of gold, 9089-93, 9261. 

If practicable, would be in some respects advan- 
tageous, 9269-77. 

The practical difficulties would bo lessened if the 
rupee were rated lower than Is. 4 d. y 9262-8, 
9273-90. 

Council bills, method of sale, 9094. 

Volume of rupee currency, 9103-6. 

Imports of Manchester goods into India, 9133-5. 

Mr. DAVID CRUICKSHANK. 

Is chairman of the Indigo Association, and a member 
of a firm trading with India, and especially interested 
in indigo and tea, 9335-6. 

Was opposed to the gold standard proposals of 1886, 
and to the closing of tho mints in 1893, 9337-8. 

Chief ground of objection to the closing of the mints 
was that a divergence between the intrinsic value 
and the exchange value of the rupee would be 
prejudicial to the export trade Of India, 9339-42. 

Effects of the closing bf the joint s 
Reduction of profit , on tea and indigo, and restriction 

of production* 9B4 rH36, 9405-20; 9#7-98, 9562-8, 

9586-604, 9608-19* 9652-71. ’ 



Mr. DAVID CRTJICKSHANK— coni. 

Effect on prices and wages in India, 9452-86, 9550. 
Monetary stringency, .9370-6, 9580-2, 9428-30, 9 163-4, 
9467, 9488, 9491-5, 9605-7. 

Severe stringency anticipated in 1898-9, 9377-9. 

Effect of high exchange in stimulating imports, espe- 
cially of cotton goods, sugar, and salt, 9400-4, 
9569-83, 9633—41 , 9698-718. 

Effect of low exchange in stimulating exports and 
production, 9509-34,' 9551-61, 9020-32^ 9642-6. 

A fall in exchange is advantageous to India, but tho 
limit of advantage is reached when a general rise of 
prices takes place, 9390-1, 9551, 9002-9, 9675-9. 

Prices in India from 1873, 9535-49, 9552-0, 9680-90. 

Stability of exchange is desirable, provided that the 
rate fixed for the rupee is not too high, 9383-4, 9391, 
9051. 

The gold standard proposals of the Government of India 
are objectionable, because the rate oL ; Is. 4 cl. for the 
rupee is so high as to hamper the export trade, 
9385-9. 

If a rate of Is. 2d. were chosen instead of the proposed 
rate of Is. 4c?., a gold standard could probably be 
established without any special measures for tho 
acquisition of gold, 9391, 9395, 9422-7, 9647-50, 
9695-718. 

If exchange were fixed at Is. 2d. instead of at Is. 4 d., 
the revenues of the Government of India would 
expand owing to the growth of trade, 9396-7. 

If the natural expansion of revenue were insufficient to 
meet the additional charges involved in the lowering 
of exchange, the import duties might be increased, 
9397-9,9584-5. 

Competition of China with India and Ceylon in tea, 
and of China with India in cotton, 9597-604, 9642-6. 

Competition of America with India in cotton, 9672-9. 

Illicit coinage, 9421. 


Mr. MERWANJEE RUSTOMJEE. 


Is a Parsee broker, dealing in exchange, finance, 
bullion, and Government securities, and represents 
tbe Bombay Native Shares, Stock, and Exchango 
Brokers’ Association, 9719-21. 

Was opposed to the closing of the mints, on the ground 
that India was prospering under the silver standard, 
and that, if tho mints were closed, Indian cotton- 
mills would be injured by the fall in silver and by 
monetary stringency, 9722-3, 9732. 

Tbe closing of the mints has failed to attract gold to 
India, though circumstances have been such as to 
favour the policy of the Government, 9724. 

The adoption of the proposals made by the Government 
of India in March, 1898, would bo injurious to India, 
because the stringency in. the money market would 
be intensified, 9725. 

Monetary stringency in Bombay from January to March, 

1898, and its effects, 9726, 9739-45, 9759-94, 9823-8, 
9832-54, 9863-5. 

Stringency in 1898-99 will probably be less severe than 
in 1897-98, 9757-8. 

Witness is in favour of a gold standard and of a gold 
currency, with the rupee at Is. 2 cl, to be established 
with Imperial guarantee and assistance, 9728-31, 
9737-8. 

Advantages of the rate of Is, 2d. for the rupeo as 
compared with Is. 4 d., 97 29, 9746-50.. 

Tho limit of Is. 4 d. now fixed has the effect of steadying 
exchange, 9829-31. 

Immediate coinage of gold would relievo the monetary 
stringency, 9731. ' '• ; 

Failing an effective gold standard, witness is in favour 
of re-opening the mints to silver, 973& 1 

Public feeling in India on the ourrenoy question, 
9814—8. 

If the mints were re-opened to silver, the loss to 
Government could be ; met by reduction of expendi- 
ture, or additional taxation, or by both* means, 9733-4, 

V 9753-5. ' ■ v ; ; ' ^ 

Objections to increasing &e import duty On silver, 

9735. • - 

Effect on Indian eottoit-miHs, and on Indian trade and 
competition with Chin A,'' of variations' in exchange 
’ between Hidia anckOhiiia, 9736. jjj 

Alleged connexion between the imports of silver into 
India and illicit coinage, 9795-813, 9819-22. jf 
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Me. JOHN GALLOWAY. 

Is President oil the Glasgow Chamber of Commerce, 
but gives ovidence in his private capacity. Was 
connected with a steamship company trading between 
Glasgow and Bangoon, and with the Irrawady 
Flotilla Company, 9869-70, 9877-9, 9898. 

Division of opinion in the Glasgow Chamber of Com- 
merce on the Indian currency question, 9871-7. 

Witness approves of the closing of the Indian mints, 
on account of the disadvantages to trade that were 
caused by the f I u.ct nations in exchange, 9880-4 

Effect on Indian import and export trade of the fall in 
the exchange value of the rupee, 9885-97. 

The Irrawady Flotilla Company has not been able to 
raise its rates while the exchange value of the rupee 
lias been declining, 9900-1, 9997-10,007. 

Slight effect of monetary stringency since closing of 
mints on trade of Burma, 9902-9, 9976-9. 

Use of precious metals in Burma, 9910-1. 

Effect on trade of India with China, Japan, and the 
Straits Settlements, and on competition between 
India and China, of the adoption of a gold standard 
for India, 9916-6. 

Desirability of gold standard and gold currency for 
India, 9917-24 

Bate of Is. 4d, for the rupee is fair and practicable, 
9960-75, 10,019. 

Probable effect on trade of India and of the United 
Kingdom the reopening of Indian mints, 9963-6. 

Opinion of manufacturing firms in the West of Scot- 
land as to disadvantages arising from instability of 
exchange between India and gold-using countries, 
9947-8," 9994-5. 

Effect of variations in exchange on the jute industry in 
India and Scotland, 9948-55, 0980-1, 10,015-8. 

Effect of proposed export duties on jute and tea, 
9967-43, 9987-8. 

Effect of unstable exchange on the prosperity of the 
South American States, 9926-62. 

Sir ROBERT GIFFEN, K.C.B. 

Has been Assistant Editor of the Economist, and an 
official under the Board of Trade, 10,020-4. 

Was in 1879 a member of a Departmental Committee 
appointed to consider a proposal for closing the 
Indian Mints to the free coinage of silver ; and wrote 
two memoranda on the subject, 10,025-31. 

The opinion expressed by witness in 1879, in opposition 
to the views of the Government of India, viz., that 
no further fall in silver was then probable, was 
justified by the circumstances of the time, and has 
been justified by the event, 10,032-43, 10,138-51. 

Objections to the policy put forward by the Govern- 
ment of India in 1878 and 1892 of. closing the mints 
to the free coinage of silver with a view to the 
ultimate establishment of a gold standard : — 

(1.) Disadvantage of an . artificially managed cur- 
rency, as compared with an automatic metallic 
currency, 10,049, 10,323-6. 

(2.) Difficulty of maintaining the exchange value 
of an artificially managed currency, 10,049, 
10,082-9. 

(3.) Uncertainty as to the duration of the transition 
stage that must precede the establishment of a 
gold standard, 10,049. 

(4.) Contraction of currency for the purpose of 
maintaining its exchange value can seldom be 
carried out without producing monetary 
stringency, 10,089. 

(5.) Difficulties of India through fall in exchange 
may be due (a) to increase in value of gold, (6) 
to decrease in value of silver. In the first case 
there is a real increase in the burden of foreign 
obligations, which is not alleviated by an arti- 
ficial rise in the exchange value of the rupee. 
In the second case, there is no increase in the 
burden of foreign obligations, and the additional 
number of rupees required by the Government 
can be obtained by increasing the nominal 
amount of taxation, 10,050-9. ^ 

(6) Indian officials are mistaken in thinking that, 
while the real amount of taxation can be in- 
creased by raising the value of the currency, it 

' cannot be increased by the imposition . of new 
taxes or by raising the nominal amount of 
existing taxes, railway rates, &c. r 10,060-80, 

10,350-6. : •, f 

(7) The deficit that would occur m the accounts ol 
the Government of India owing to the re-opeping 


Sir ROBERT GIFFEN, K.C.B.— coni. 

of the mints would be reduced, probably, by 
3,000,QGGL or 4,000,000?. annually, if the Imperial 
Government dealt fairly with India in the 
apportionment of military and other expendi- 
ture, 10,082, 10,183-91. 

(8.) The Government of India is too anxious to meet 
a deficit immediately, instead of waiting for the 
natural growth of revenue, 10,080-2, 10,167-77. 

Motives that induced the Goveimment of India to 
abandon the silver standard, 10,259-61, 10,364—72. 

Gold standard : 

Unsuitable for India because, whatever the 
standard, the currency would be chiefly silver, 
10,091, 10,106-8. 

Disadvantages consequent on the use of different 
metals as standard and currency, respectively, 
10,091-104, 10,203-11, 10,227-8, 10,236-7. 

Amount of gold that would probably be used as 
currency in India, if gold standard and currency 
were introduced, 10,106-8. 

Economic and financial conditions of India affect 
the question of the possibility of maintaining 
the gold standard, 10,109-13, 10,268-48, 10,666- 
45. 

Output of, and demand for, gold, 10,114-7, 10,311-6. 

A rise in the exchange value of the rupee to 
Is. 4c?., or above Is. 4 cl., might fail to attract gold 
to India for currenev purposes, 10,118-26, 
10,192-202. 

If the Government undertook to give a larger 
number of rupees in exchange for a sovereign 
than it now offers, gold would be more likely to 
flow into the Currency Department, 10,266-70, 
10,276-8. 

Alleged redundancy of currency in India, 
10,121-5. 

Objections to Mr. Lindsay’s scheme, 10,1*27. 

If the Government of India were prepared to make 
the rupee convertible into gold, many of the 
objections to their proposals would vanish, 
10,205-26, 10,292-610. 

Method by which gold should be acquired, if it 
were decided to establish a gold standard in 
India, 10,263-75, 10,279-81. 

Nature and limits of advantages resulting from 
stability of exchange between India and gold- 
standard countries, 10,249-59, 10,370-1. 

Effect of rate of exchange on prices in India, 10,282-90, 
10,318-22. 

Be-opening of the mints is tho leaBt disadvantageous 
of the courses open to the Government of India, 
10,128-37. 

Objection, on the ground of expense, to_ the proposal 
for increasing the amount of silver in the rupee, 
10,!34-6. # 

Comparative steadiness of silver and gold as standards 
of value, 10,131-3, 10,229-35. 


Sir ALEXANDEB MACKENZIE, K.C.S.I. 

Served for 36 years in the Indian Civil Service, and 
was Lieutenant-Governor of Bengal from. December 
1895 to April 1898, 10,373-6. # , 

Necessity for closing the Indian mints in 1893, 
10,407-9. „ „ , . 

The closing of the Indian mints was not followed by 
any scarcity of currency in the interior of Bengal ; 
there has been.no permanent rise in the rate of 
interest; nor have tenants shown any preference 
for paying their rents in kind rather than in cash, 
10,377-85, 10,396, 10,398, 10,494-503, 10,576-9. ^ 

The land revenue was paid punctually m Bengal m 
the famine year, 10,385, 10,405-6. 

Comparison between the last famine and previous 
famines, 10,386-90. . , 

Witness has not heard of complaints made during tbe 
famine on account of the fall in the rupee price of 
silver ornaments, 10,391. . - 

Use of silver, .gold, and other ornaments m Bengal, 
10,391-2, 10,394-5, 10,584-6. 

Hoarding of rupees in Bengal, 10,391, 10,393, 10,587- 
97. 

Use of copper currency in Bengal, 10,397-8, 10,401-3. 
Be-opening of Indian mints would necessitate a con- 
siderable increase of taxation, 10,410-r& 

The e xisting taxation is as much as Ijhe country can 
properly .bear; and an inepreaa^' would 
involve the risk of political disttQfbancss, 10,4K-o. 
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Sm ALEXANDER MACKENZIE, K.O.S.I.— ccm*. 

Difficulty of finding new sources of taxation, 10,417, 
10,430-1. 

Difficulties and objections in the way of increasing the 
amount obtained from existing sources of revenue, 
10,417-45, 10,504-7, 10,519-21, 10,553-5, 10,598- 
606. 

Increase of taxation in India since the fall in the value 
of the rupee began, 10,443-4. 

Criticism of proposals for reduction of expenditure of 
the Government of India, 10,446-58, 10,607-9. 

Interest of the Government of India, and of the 
official classes, in stability of exchange, 10,459, 
10,461, 10,512-8. 

Stability of exchange necessary for the attraction of 
private capital to India, 10,459, 10,487-91, 10,546-50. 

Condition of the Indian tea-planting industry, 10,462- 
75, 10,530-44, 10,560-1. 

Condition of the indigo trade, 10,56*2-4. 

Suitability of rate of Is. 4 d. for the rupee, 10,476-83, 
10,565-75, 10,580. ^ 

Alleged difficulties in the way of the introduction of a 
gold currency into India, 10,402, 10,484-6. 

Alleged effect of low exchange in stimulating the 
growth of non-food crops in Bengal in preference to 
food crops, 10,490, 10,556, 10,559-61, 10,581-3, 

10,622-3. 

Illicit coinage, 10,492-3, 10,614-8. 

Movements of prices and wages in India, 10,50J-3, 
10,508-11, 10,545, 10,557-8, 10,619-21, 10,626-7. 

Movements of capital to, and from, India, 10,460-1, 
10,546-52. 

Effect of falling exchange on export trade, 10,611-3. 


Mu. ROMESH G. DUTT, O.I.E. 

Was in the Indian Civil Service from 187.1 to 1897, 
10,628-33. 

Effects of the currency policy of the Government of 
India : — 

(1 .) Increase in the real burden of taxation owing 
to the appreciation of the rupee, 10,638-42, 
10,(560-70, 10,691, 10,761, 10,885-911. 

(2.) Increase of the indebtedness of the agricultural 
classes, .10,674-8, 10,680-90. 

(3.) Fall in the rupee price of silver ornaments, 
10,692-8, 10,818-20, 10,824-30,10,841-58, 10,865- 
76, 11,005-9. 

(4.) Increase in the real burden of the rupee debt 
of the Government of India, 10,699-702. 

(5.) Increase in the real value of official salaries, 
10,703-6. 

(6.) Injury to trade and manufactures of India, 
10,707-9, 10,791-6. 

As exchange falls, the revenue of Government, as 
measured in rupees, increases, 10,643-7, 10,649-50, 
10,652-3, 10,659, 10,664-8, 10,672-3, 10,912-40, 

11,019-26. 

The Government would be justified in raising the salt 
duty and the excise duty, because the yield of these 
taxes does not increase automatically with the fall 
in exchange, 10,656-9. 

Effect of variations in exchange on prices and wages in 
India, 10,646, 10,648-55, 10,668-70, 10,679, 10,859- 
64, 10,943-69. 

Hoarding of rupees and of uncoined silver, 10,694, 
10,853-8, 10,878-84. 

Remedies for the financial difficulties caused by the 
fall in exchange: — 

Increased employment of native officials, 10,710-3, 
10,983-11,004. 

People of India should be consulted by Govern- 
ment on financial questions, 10,727, 10,769-70. 

Reduction of India’s sterling obligations, 10,714— 
27. 

Witness is in favour of letting the rupee fall to its 
bullion value, because the additional charges that 
would be incurred could be met from the automatic 
increase in the revenue of the Government and by 
more economical administration, 10,747-8, 10,767-8. 

Proposed temporary borrowing to meet charges of 
external debt, 10,764-6. 

Criticism of railway policy of Government of India, 
10,728-42, 10,799-805, 10,971-80. 

Possibility of raising railway rates, 10,751-60. 

Gold standard not desired by the producing and culti- 
vating population of India., 10,832-5. 

Feeling in India as to present inquiry, 10,774-90. 

Price of silver and cost of production, 10,806-17. 

Illicit coinage, 10,817. ■ ; 


Right Hon. Sie JOHN LUBBOCK, Baht, MP. 

Is Chairman of the London Bankers, and President of 
the Central Association of Bankers ; was a member 
of the International Currency Commission and of the 
Gold and Silver Commission, 11,027-9. 

Was not in favour of the closing of the Indian mints, 
14,030-1, 11,138-41, 11,153. 

Temporary borrowing would have been preferable to 
closing the mints, 11,077. 

A gold standard is impossible without a gold currency, 
11,033, 11,035, 11,041-2, 11,100. 11,102, 11,109. 

Gold currency unsuitable for India, 11,032, 11,040, 
11,106-7. 

A currency of which a portion is gold and the larger 
portion is silver, cannot be rightly described aB a gold 
currency, 11,033, 11,109, 11,136-7, 11,212. 

France and Canada have not a gold standard, but an 
exchange standard, 11,034, 11,036-8, 11,110-4. 

India has at the present time an exchange standard, 
11,043. 

Definition of “exchange standard,” 11,048. 

Disadvantages of an exchange standard, 11,049, 11,130. 

Desirability of altering the present currency arrange- 
ments of India, 11,095-7, 11,144. 

Criticism of the proposals made by the Government of 
India, 11,097-8. 

Criticism of Mr. A. M. Lindsay’s proposals, 11,099. 

It would not be wise for the Government of India to 
undertake to give gold for rupees, unless after a very 
great reduction of the volume of the rujjee currency, 
11,117-33, 11,165-77. 

The rate of Is. 4cZ. for the rupee can probably be 
maintained without recourse to extreme measures, 
11,217-8. 

Having regard to present conditions, witness is in 
favour of maintaining the value of the rupee by tho 
imposition of a heavier import duty on silver, of a 
fixed amount per ounce, 11,055, 11,057-8, 11,158-62, 
11,196-7, 11,203-8. 

Effects of this policy 
Increased revenue, 11,055, 11,159. 

Increased demand for Council bills, 11,055, 11,192. 
Rise in rupee price of silver ; diminution of difference 
between value of rupee and value of same weight 
of uncoined silver; divergence between value of 
silver in India and outside India, 11,055, 11,059-65, 
11,068-70, 11,162-4, 11,190-1. 

Re-opening of mints : — 

With a heavy import duty on silver and a seignorage, 
it might ultimately be possible to re-open the mints, 
11,056, 11,084, 11,142, 11,154-7, 11,202. 

Effect on price of silver of re-opening the mints, 
11,084-94, 11,155-7, 11,190-2. 

With open mints, under the conditions proposed, the 
rupee would fluctuate much more closely with 
silver than it does at present, 11,185-9, 11,198-9. 

A stable exchange is desirable, but its importance has 
been exaggerated, 11,050, 11,071, 11,186. 

Suggestions as to land revenue, 11,078-80, 11,149-51. 

Effect of fall in exchange on sterling and rupee obliga- 
tions of Government of India, 11,081-3. 

Railway policy of Government of India, 11,095, 11,219. 


Me. HENRY BOIS. 

Resided in Ceylon for nearly 40 years, and was a 
member of the Legislative Council and Chairman of 
the Chamber of Commerce of Ceylon, 11,234-7, 
11,261. ^ 

A.grees with the evidence given by Mr. T. N. Christie, 
so far as it relates to matters of fact; but does nob 
agree with all Mr. Christie’s opinions and suggestions, 
1 1 ,238—9. 

Witness is in favour of the re-opening of the mints to 
silver, 11,280-1. 

If the mints were re-opened, a duty on exports would he 
a better means of providing the additional revenue 
required by the Government than an import duty on 
silver and a seignorage as proposed by Mr. Christie, 
11,243-54, 11,296. 

Although India and Ceylou have hitherto benefited 
from a low exchange, that benefit would be lost if the 
rupee were bo depreciate relatively to food, labour, 
and commodities generally, 11,240-1. 

Effect on the Ceylon tea industry of the maintenance 
of exchange at Is. 4d., .11,255-9, 11,292-5, 11,302-3. 

Importance of the tea industry to Ceylon, 11,261-8. 

Fall in price of tea due to increased production. 
11,294-5. 
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Loss and gain to various classes and interests arising 
from fall in exchange, 11,260, 11,272-3, 11,276-7, 
11,329-31, 11,334-7. 

Effect of high and low exchange on movements of 
capital, 11,272-3. 

Rate of exchange that would have prevailed if the 
mints had not been closed, 11,274, 11,326-8. 

If the mints are not re-opened to silver, a gold 
standard might be established with the rupee at 
1*. 2d., and this would probably be accepted in 
Ceylon as a fairly satisfactory solution of the currency 
question, 11,281-7. 

Method of establishing a gold standard in India and 
retaining the rupee as the chief circulating medium, 
11,287, 11,289-91, 11,306-24. 

Advantages of a gold standard, 11,304-5. 

Amount of gold required for the establishment of a 
gold standard in India, 11,287. 

Mr. HORACE SEYMOUR, C.B. 

Is deputy master of the Royal Mint, 11,338-9. 

History of the adoption of the gold standard, with 
token currency of silver and bronze, in England, 
11,340-60, 11,449-62. 

Value of silver coinage in relation to gold is fixed by 
proclamation, 11,358. 

Proportion of intrinsic to circulating value of English 
silver coins, 11,377. 

Silver coins issued under the authority of the Chancellor 
of the Exchequer, at the request of the Banks of 
England, Scotland, and Ireland, 11,363-74, 11,436-7. 

Profit on the coinage of silver goes to the Government, 
11,375-6, 11,438-46. 

Any loss resulting from over-issue of silver would he 
borne by the banks, 11,378-9, 11,513-5. 

Estimate of active circulation in the United King- 
dom : gold, 68,000,0002. ; silver, 23,000,000Z. ; bronze, 
2,0O0,0O0Z., 11,383-410, 11,469-75. 

Principles by which the issue of token coins is regulated 
in foreign countries, 11,411-23. 

Circulation of five-franc pieces in France, 11,4*20-3. 

Question whether value of token coins can be main- 
tained by limitation of issue, apart from limitation 
in respoct of legal tender, 11,424-8, 11,491-2, 11,522-7. 

Decrease of illicit coinage in the United Kingdom in 
spite of fall in the value of silver, 11,430-5, 11,463-8. 

Difficulties in the way of illicit coinage, 11,510-2. 

Possibility of detecting illicit coins made of silver, 
11,505-9, 11,517-8. 


Mr. ROBERT BARCLAY. 

Is a partner in firms established at Manchester, Buenos 
Ayres, and Monte Video ; has large business rela- 
with India ; is President of the Manchester 
Chamber of Commerce, 11,528-32. 

Appears before the Committee mainly m order to 
support a resolution passed by the Manchester 
Chamber of Commerce in favour of re-opening the 
Indian mints to the coinage of silver, at a time >and 
under conditions to be hereafter determined, 11,533 4, 
11,580, 11,708-0, 11,739-49. . , , 

Criticism, of the policy of establishing a gold standard, 
as proposed by the Government of India : 

Objection to a gold standard without a gold 
currency, 11,535. , . 

A gold standard with a gold currency could not 
be introduced, because a gold currency is un- 
suitable to India and would not be accepted by 
the people, 11,535-6, 11,624-5, 11,700-1, 11,719- 

20 . , , 

Criticism of Mr. A. M. Lindsay s scheme 

Without unlimited convertibility of the rupee into 
gold, there would be no assurance that exchange 
would be kept at Is. 4d. ; with unlimited con- 
vertibility the demand for gold might be so 
areat as to cause the scheme to break down, 

The Government of India and Mr. Lindsay aim at 
keeping np the rate of exchange, and ignore, to a 
large extent, the interests of the people of India, 
11541—5. 

The rate of exchange has been kept up in recent years 
by Government borrowings and by investment of 
capital in India, 11,537-40. , , 

The establishment of a steady rate of exchange would 
be advantageous to India, if it were brought about m 
such a way as to inspire confidence m its continuance, 
11,574-7, 11,640. 


The currency of India should be automatic, and should 
not be controlled b> the Government with a view to 
the maintenance of the rate of exchange, 11,545, 
11,548-9, 11,558, 11,560-5, 11,626-36, 11,657. 

Effect of the suspension of the sale of Council bilks in 
1893, 11,550-8. 

When the mints were opeu, trade balances could be 
adjusted by the export or import of silver, 11,545-6, 
11,565, 11,618. 

Effect on the Indian money market of the curtailment 
of the currency caused by the closing of the mints, 
11,566-74. 

Use of credit money in India, 11,580, 11,701-4. 

Effect of the closing of the mints on the rapee price of 
silver bullion and ornaments, 11,580-4, 11,590-8. 
11,612, 11,614, 11,641-5. 

Estimate of the amount of uncoined silver in India, 


11,659. 

Effect of the closing of the mints on the value of hoards 
of rupees, 11,585-90, 11,593-6. 

Feeling in India as to the closing of the mints, 11,598, 
11,605-10, 11,660-3, 11,666,11,721-3. 

Effect of the closing of the mints on Indian trade and 
competition with China, 11,686-7. 

Witness sympathises with the desire of the Government 
of India for the establishment of a stable exchange 
between India and gold-using countries at the rate 
of Is. 4id. for the rupee, 11,598, 11,749-51. 

If the Indian mints were re-opened to the free coinage 
of silver and, at the same time, concurrent mintage 
of silver by the United States on the basis of 42d. 
per oz. were secured, the object of the Government 
of India would be attained, 11,598, 11,646-9, ll,7u5, 
11,711-3. 

Further advantages which would, result from the pro- 
posed arrangement, viz. : — India would have a supply 
of currency adequate to her needs, she would have 
the same standard as China and other Eastern com- 
petitors, disturbance of the habits of the people in 
connexion with currency would be avoided, the di- 
vergence between the value of coined and uncoined 
silver would disappear, and the temptation to illicit 
coinage would be diminished, 11,598, 11,688, 11,715-6. 

Reasons for believing that such an arrangement could 
be brought about and would be effective, 11,650-6, 
11,699. , , . . 

Views of witness as to prevalence of illicit coinage m 
India, 11.688-98. 

Importance of the trade of Lancashire with India, 
11,657-8. 

Coinage in Native States, 11,667-84. 

Attempts to establish a gold standard in Russia, Austria, 
Japan, Chili, and Peru, 11,685. 

Condition of the Argentine Republic during fall ot 
exchan ere. 11,752-6. 


’ropessor ALFRED MARSHALL. 

s Professor of Political Economy in the University of 
Cambridge, and gives evidence on questions of 
economic principle, 11,757-8. 
delation between volume of currency and level or 
prices, 11,759-60, 11,799. 

Dther causes affecting prices, 11,760-2. 
delation between currency, bank money, and real 
capital, 11,763-4, 11,794-8, 11,800. 
lauses governing the rate of interest and the rate oi 
discount, 11,765-9, 11,794, 11,802-13, 11,852. ^ 

Alleged influence of custom in steadying prices m 
India, 11,770-2. . , ^ „ C>1 , 

Dependence of India on foreign capital, 11,773, II, b 14. 
Vant of elasticity in Indian currency ; not to be avoided 
by a mere increase in the currency ; the methods ot 
the German Reichsbank might be followed, 11,773-9, 
11,852. 

Classes affected by a rise or fall in prices ; relation 
between movements in wages and movements m 
■prices 11,780— o. „ 

Interest of the Government of India in the rate of 
exchange; growth of Indian^ expenditure due to 
moral and material progress ; importance of raising 
revenue in the least irritating manner possible, 
11786 

Reasons for approving of tfie rate of le. id for tke 
rupee, 11,787, 11,834-6. _u- , . ^ 

Rate of Indian exchange indicates proportion between 
rupee prices and sterling prices, certain allowances 
being made; causes acting on: rate, of exchange, 
11,788-91, 11,824-7. , w. 
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Alleged effect of depreciation of currency in stimulating 
foreign trade, 11,792, 11,815-22, 11,834-44, 11,850-1. 

Possibility of establishing and maintaining a gold 
standard and gold currency in India, 11,793, 11,829, 
11,845-6. 

Alleged effect of import duties in enabling a debtor 
country to retain gold, 11,828-9. 

Need for more thorough economic training of Indian 
administrators, 11,852. 

Mr. ALFRED DE ROTHSCHILD. 

Suggestions as to the establishment of a bank in India 
to absorb the existing Presidency Banks, and to pro- 
vide for the creation of a gold reserve and for tlie 
maintenance of a gold currency, 11,853. 

Mr. WALTER DUNCAN. 

Is a merchant engaged in Indian trade, 11,854-8. 

Disapproved of the closing of the Indian mints on the 
ground that the rise in the value of the rupee must 
he a burden to the export trade, 11,860-3. 

Difficulty of tracing any effect of exchange on prices, 
11,864-7. 

If exchange had been allowed to fall, prices would pro- 
bably have risen in course of time, 11,872-4. 

Classes affected by rise in prices, 11,875-9. 

Desirability of reducing the exchange value of the rupee 
from Is. 4 cl. tols.LYd.., 11,880-5, 11,916-21, 11,928-30, 
11,946, 11,949, '11,952-5. 

To re-open the mints at once would cause disaster to 
traders and difficulty to the Government of India. 
11,914, 11,928. 

Probability of a rise in the gold price of silver, 11,920, 
11,931-9. 

India cannot compete with other countries if her 
exports are burdened with a rate of exchange 
artificially raised to Is. Ad., 11,886-900, 11,940-3. 

Condition of Indian import and export trade since 
closing of mints, 11,922-7. 11,982-98. 

Competition between India and China, 11,896-906. 

Opium trade, 11,900, 11,966-73. 

Advisability of increasing import duties to meet the 
loss that the Government of India would suffer if the 
rate of exchange were reduced, 11,907-11. 

Probability that, with a lower rate of exchange, the 
revenues of the Government of India would expand, 
11,957-8. 


Mr. J. E. O’CONOR, 0.1.1. 

Opium trade : 

The chief cause of the low price of Bengal opium in 
1897 was the stringency of the money-market. 
Since 1897 prices have risen and the quantity 
exported has increased, 12,010-4. 

Further evidence in support of the view that the 
currency policy of the Government has not excited 
popular dissatisfaction in India, 12,015-7. 

Illicit coinage : 

The enquiries of the Government of India show that 
there is no evidence of illicit coinage on any 
appreciable scale, 12,018, 12,020-1. 

Confirmation of this view from other sources, 12,019. 

Methods of illicit coinage in India, 12,019. 

Currrency of Native States : 

Decrease in the issue of fresh coinage by Native 

- States, 12,022-3. 

Substitution of British rupees for native coins in 
Kashmir, Gwalior, and Bhopal, 12,024-42. 

Indian trade ; 

Condition of trade in 1898-9 is not abnormal. 12,043-8, 
12,097-116. 

Possibility of the maintenance of the rate of 1*. 4d. 
for the rupee, 12,049-55. 

Effect of rate of exchange on trade and prices, 
12,117-23, 12,150. F 

Elasticity of Indian export trade, 12,139-41. 

Trade of India with the Straits Settlements, 
12,056-9. ’ 

Trade with China, 12,060-76. 

Rate of exchange between India and China since the 
closing of the mints, 12,134^8. 

Trade with Japan, 12,070, 12,4)73; . . 

Competition with the Argentine Republic in wheat 

• . and oil-seeds, 12,155. ' 

Effect of railways on trade, 12*141*2; . L a* ■ 
if 


Mr. J. E. O’CONOR, C.I.E.— coni. 

Movements of prices in India, 12,143-51. 

Competition of Indian and Ceylon tea with China 
tea, 12,152-3. 

Taxation : 

Objections to the policy of regulating taxation with 
reference to the rate of exchange, 12,077. 

Increase of taxation since 1873, 12,077. 

Proportion of home charges incurred on account of 
general administration and “ commercial services,” 
respectively, 12,078-5, 12,087. 

Difficulties in the way of increasing railway rates in 
India, 12,085. 

Purchase of stores in England and India, 12,085-9. 

Explanation of the “ exchange ” shown in the accounts 
of the G overnment of India, 12,090-4. 

Form of the accounts of the Government of India, 
12,090-6, 12,124-33. 

Right Hon. The LORD EARRER. 

Was a member of the Indian Currency Committee of 
1893; and is satisfied, from subsequent experience, 
of the justice and expedience of the course recom- 
mended by that Committee and adopted by the 
Government, 12,157-60. 

Bimetallism, as a solution of the Indian Currency 
question, is now impracticable, 12,162. 

The re-opening of the Indian mints would be injurious 
to trade and ruinous to the finances of the Govern- 
ment, and would not alleviate monetary stringency, 
12,164-9, 12/2S7. 

- The existing currency arrangements of India should bo 
terminated as soon as possible, 12,170-2. 

A gold standard should be adopted with an automatic 
currency based on gold and having a fixed gold 
value, 12,173-91. 

Disadvantages of silver as a standard of value, 12,176-7. 

Tlie rupee should bo fixed at Is. Ad . ; criticism of 
objections to that rate, 12,192-8, 12,289-91, 12,309-27. 

Effect of the closing of the mints on the gold value of 
the rupee, 12,199. 

Objection to the proposal of the Government of India 
for melting rupees, 12,200. 

The only sound ultimate foundation for a gold standard 
in India is convertibility of the rupee, at any rate 
for the purpose of foreign exchange, 12,201-2, 12,288. 

Objections which have been urged against the policy of 
convertibility, 12,203-8, 12.260-74. 

Importance of, cautious financial administration to 
enable India to retain gold, 12,209-14. 

Exchange cannot be improved by manipulating currency 
for the purpose of increasing exports, 12,215. 

Effect on the money market of depreciating the 
currency, 12,216-7. 

Monetary stringency in India in 1897-8, 12,218. 

Importance of inspiring confidence in the future gold 
value of the rupee, 12,219-21. 

" Question of a gold currency for India, 12,223-5. 
12,279-82, 12,302-3. 

Mr. Lindsay’s scheme, 12,223-37. 

Management of gold reserve should be entrusted to a 
bank, 12,237-4-3. 

Time at which convertibility of the rupee should bo 
undertaken, 12,221, 12,244-9, 12,257-9, 12,275-8, 
12,295-301. 

Desirability of obtaining the support of the Imperial 
Government for the establishment of a gold standard 
in India, 12,237-9, 12,250-6. 

It may be necessary to borrow in order to maintain 
the gold standard, 12,254-6, 12,304-8. 

Mr. JOHN MATHESON MACDONALD. 

Has many years’ experience of trade with China, 
12,328-32. 

Competition in cotton between India and China; 

Apart from currency causes, China would be able 
to compete successfully with India ; the Indian 
currency system increases China’s power of com- 
peting with India, 12,334-5, 12,502^3. 

China’s advantages . are oheap ; and efficient labour, 
12,337, 12,341-2, 12,353-4, 12,488-9; cheap coal, 
12,338 ; command of * raw material, 12,339, 12, 349- 
62; 12,465-73, 12,498-*590$< vicinity of market, 

" 12,340. ' . 

Cotton mills erected by foreigners in China since 
1895 ; devoted chiefly .to the production of yarn, 
12,336, 12,343*18,12^485-7, 12,493-7. 

Lilcm duties, 12,355-6, 12,370, 12,505-14. { 
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Competition in tea between India and China. 12,361-2, 
12,369-75, 12,471-84. 

Opium trade between India and China, 12,361, 12,363-6, 
12,515-7. 

Prices and cost of production in China, 12,393-402, 
12,504. 

Chinese standard and currency : standard of value is 
silver by weight, 12,381-8 ; use of silver coins, 12,382, 
12,386-8 ; use of copper cash as subsidiary currency, 
12,365 : native banking system and use of paper 
money, 12,389-91 ; disadvantage to China of the 
absence of a well regulated currency, 12,392, 12,490. 

Competition in cotton between India and Japan, 
12,357-60. 

Indian currency system : desirability of re-opening tlie 
mints and returning to a silver standard ; interna- 
tional agreement almost impossible; necessity for a 
large reserve of gold, if a gold standard is to be 
established, 12,376-80, 12,403-64, 12,492, 12,518-26. 


Major LEONARD DARWIN. 

Has written on bimetallism and on tlie Indian Cur- 
rency question ; is of opinion that under certain 
conditions bimetallism is the best currency system, 
but is in favour of a gold standard for India ; is 
strongly opposed to the re-opexdng of the Indian 
mints to silver, 12,527-36. 

Is in favour of tlie rate of Is. Ad. for the rupee, as 
being that which would cause least disturbance and 
is expected by the public; a higher or lower rate 
would not atfect the community as a whole, but 
would, by its action on prices, affect various classes, 
12,537-4.6. 

If existing arrangements are maintained, a gold 
standard will in time be automatically established ; 
but the existing arrangements should in any case be 
modified so far as to allow the public to buy gold 
from the Government’s gold reserve ; gold should 
be kept out of tlie currency, 12,547-66, 12,615-6, 
11,625-31, 12,664-70, 12,693. 

Scheme for establishing a gold standard in India, if 
more vigorous measures are considered desirable : — 
Notes to be issued in London in exchange for sterling, 
and in India in exchange for gold or rupees ; the 
rate for the issue of notes against sterling in London, 
and against gold in India, to be Is. 4 d. the rupee, 
and the Government to reserve she right to charge 
£ per cent, premium on the issue of notes against 
rupees; all notes to he convertible into gold in 
London, and, for the present, into rupees in India ; 
the Government to have the power of cancelling, 
after due warning, their liability to convert notes 
into rupees; notes and rupees alone to be legal 
tender, and a 11 laws and regulations recognising gold 
as currency in India, and authorising its receipt by 
Government in payment of dues, to be repealed ; the 
liability to convert notes into gold to he, if necessary, 
limited to a definite amount, 12,567, 12,579-97, 
12,617-24. 12,632-53, 12,656-63, 12,679-83, 12,690-2, 
12,700-19. 

Effect of limiting th.e liability to convert noteB into 
£rold, 12,592-6, 12,599-601, 12,653-5, 12,686-9. 

Elasticity of the currency increased by making notes 
convertible into gold in London, and by allowing the 
issue of notes against a given quantity of gold to be 
increased, 12,567, 12,602-14, 12,671-8. 

A gold standard with a large gold currency, as in 
England, would, if practicable, be better than the 
scheme given above, 12,720-1. 

Criticism of the charge of artificiality brought against 
Mr. Lindsay’s scheme and similar schemes, 12,568. 

Convertibility of the rupee, 12,569-87, 12,590-2. 


Right Hon. The LORD ALDENHAM. 

Has been Governor of the Bank of England ; was a 
representative of the British Government at the 
International Monetary Conference of 1878 ; is 
President of the Bimetallic League, hut does not 
give evidence as representing that body, 12,722-8. 

Disapproved of the closing of the mints ; reasons for 
disapproving ; effects of the measure, 12,729-38, 
12,809-10, 12,829-31, 12,849-52, 12,905-6, 12,924. 

Objections to a “ managed” currency, 12,732, 12,798, 
12,822-8,12,924. , A A , , 

Disapproves of the proposal to establish a gold standard 
in India, 12,739-40, 


Reasons for disapproving of the proposal : — 

India requires silver as a circulating medium; 
a gold standard should be accompanied by a 
currency that consists of gold or is convertible 
into gold; objections to the establishment of 
such a currency in India, 12,741-3, 12,777-808, 
12,907-10, 12,914-45. 

Desirability of avoiding a further drain on the 
world’s supply of gold, 12,745-52, 12,838, 
12,921-3. 

The establishment of a gold standard would cause 
a further fill in the rupee piice of silver, 
12,829-31, ^ 

Criticism of the proposals of the Government of India 
to melt rupees and to borrow gold for transmission to 
India, 12,813, 12.865-9. 

Criticism of Mr. A. M. Lindsay’s scheme, 12,815, 

Great Britain and Canada are the only countries with a 
pure gold standard, 12,757-9, 12,773-6 ; standard of 
value in Prance and America, 12,753-5, 12,821. 

International agreement for the coinage of silver 

The negotiations which were entered upon in 1897 
shouid have been continued, though the rejection 
of the proposals made by the American envoys 
was inevitable, 12,839-40, 12,855-64, 12,913. 

Yiews of witness as to willingness of the United 
States to enter into an agreement on the basis of a 
ratio of gold to silver of 22 to 1 ; correspondence 
with Colonel John Hay, formerly American 
Ambassador in London, 12,841, 12,844-6. 

Attitude of France towards international agree- 
ment, 12,844, 12,873-4, 

Consequences that would result from the opening 
of the American mint to the unlimited coinage 
of gold and silver at a ratio of 22 to 1, 12,841, 
12,876-904, 12,924. 

Opinions of authorities in England and India as 
to the advantages of an international arrange- 
ment, 12,846, 12,924. 

Importance of stable exchange between gold-using and 
silver-using countries, 12,847-8. 

A depreciating currency is not a source of advantage to 
a country, 12,919-20. 

Witness is in favour of leaving the currency system of 
Lidia unchanged for the present, 12,842, 12,853—1, 
12,870-2, 12,906. 


Mb. HENRY DUNNING MACLEOD. 

Has studied economics and written on the subject for 
more than forty years, 12,925-7. * 

The closing of the Indian Mints to the free coinage of 
silver in 1893 was absolutely necessary in the interests 
of the Government of India ; the re-opening of the 
mints would be disastrous, 12,928-32. 

In order that the rate of exchange between England 
and India may be rendered stable, an effective gold 
standard with a gold currency should he introduced 
into India, 12,933-5, 12,945, 12,958-9, 12,970-3. 

Steps by which gold currency should he introduced into 
India ; sovereigns to be declared legal tender ; the 
Indian Mints to be authorised to coin sovereigns and 
half-sovereigns; customs duties to be payable in 
gold; measures for restoring to circulation the 
ancient gold currency of India, 12,944-57, 12,968-9. 
12,974-85. 

Suitability of a gold currency for India, 12,936, 12,939. 

Criticism of the historical arguments used by Mr. 
Lindsay in support of his scheme,. 12, 937. 

The Government of India should not undertake to give 
gold in exchange for rupees, 12,938, 12,960-7. 

The rupee should be fixed at Is. 4 d. ; there is no 
natural ratio between the rupee and gold, 12,941-3. 

In course of time the rupee should be declared to be 
legal tender for a limited amount only, 12,940. 


Right Hon. LEONARD H. COURTNEY, M.P. 

Proceedings of the Herschell Committee ; reasons for 
recommending that the proposal of the Government 
of India for the closing of the Indian mints, with a 
view to the adoption of a gold standard, should be 
sanctioned, 12.986-93; reasons for recohamending that 
the rate of Is. Ad. should be chosen as the upper 
limit of the value of the rupee, 13,028-9, 13,078-80, 
13,106-16, 13,119-21. 
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Right Hon. LEONARD H. COURTNEY, M.P.--co>4. 

Results of tl to closing of the mints ; the gold value 
of the rupee has been fixed at 1,9. 44. through relative 
contraction of the currency, 1*2,094-7, 13,003, 

13,012, 13,025, 13,030-1, 13,054-7, 13,083. 

Effect of relative contraction on the value of paper 
currency in the United States and in Austria, 12.990, 
13,003, 13,009, 13,058-62. 

The existing currency arrangements in India will 
probably lead to the automatic introduction of a sup- 
plementary gold currency, 12,098-13,001, 13,088-94. 

The Government of India should at present take no 
further steps with reference to the currency, except 
to open the mints to the coinage of gold, 13,021-2, 
13,032, 13,063-71. 

The Government of India should not undertake to 
give gold for rupees ; the silver token currency of 


England is maintained at its nominal value with- 
out convertibility, 13,003-9, 13,033-8, 13,081-2, 
13,099-100. 

Gold should be allowed to accumulate for the present 
in the Government treasuries in India; method of 
dealing with accumulations of gold, 13,072-4, 13,101-5, 
13,122. 

Advantages that would accrue to India if the gold 
value of the rupee rose in consecjuence of action oil 
the part of the United States, 13,046-53, 13,096-8. 

Any advantage that silver -using countries may have 
over India, owing to the appreciation of the rupee 
beyopcl its bullion value, is transitory, 13,095. 

Effect of appreciation of rupee on burden of taxation, 
1 3,117-8. 

Currency of France, 13,013-4-, 13,017-9, 13,084-0. 

Currency of Java, 13,074-7. 
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The Right Hon. Sir HENRY H. FOWLER, Gr.C.SX, M.P. (in the Chair). 


The Lord Balfour of Burleigh. 
Sir John Muir, Bart. 

Sir Francis Mowatt, j K.C.B. 

Sir David Barbour, K.C.S.I. 

Sir Charles Crostiiwaite, K.C.S.I. 


Sir Alfred Dent, K.C.M.Gf. 

Mr. Robert Campbell. 

Mr. Everard Hambro. 

Mr. W. H. HollxVnd. 

Mr. F. C. Le M archant. 

Mr. Robert Chalmers, Secretary. 


The Right Hon. the Earl of Northbrook, G.C.S.I., called and examined. 


8394. ' {Chairman.) Will you state how long your 
connection with India has been ? — I began as private 
Secretary to Lord Halifax, when he was Sir Charles 
Wood and President of the Board of Control, before 
the Government of India was transferred from the 
East India Company to the Crown ; that was from 
1853 to 1855. Then, afterwards, when I came into 
Parliament, I was Under Secretary for India from 
1859 to 1860; Sir Charles Wood was then Secretary 
of State for India. I then went to the War Office for 
a short time, and subsequently went back to the India 
Office and remained there till 1 864. I was Governor- 
General of India from 1872 to 1876. 

8395. Have you read the volume recently published, 
containing the report of the evidence taken before 
this Co mmittee ? — Yes. 

8396. The first question upon which I ask your 
opin’ > as to the closing of the mints in 1893 ? — I 
nink <tad better explain to the Committee my own 

individual view upon that question. I had very great 
doubts at the time whether it was right to close the 
mints in 1893. After further consideration of the 
question, and reading the evidence taken before this 
Committee, I was satisfied that, as no international 
ai^flgjeipent appeared to be practicable for opening 
' ' "f ;.85U,: ‘ 


other mints to silver at a reasonable ratio to gold, 
(I held that the lo£ to 1 ratio was quite unreason- 
able and impracticable), the Indian Government 
were right in closing the mints to silver with a 
view to changing the standard of value in India from 
silver to gold. I put that clearly, because to close 
the mints in India without establishing a gold standard 
would, I think, have been wrong. I should like to 
add that I think the closing of the mints was quite 
justifiable. It cannot be denied that a government 
has a right in certain circumstances to change the 
standard of value. It is, of course, a serious matter, 
but there are many countries that have done it quite 
recently ; Germany and France and other countries 
have changed their standard of value. Therefore, 
the idea that the Government of India had no right 
to change the standard of value in India appears 
to me quite untenable. I myself do not believe 
that the measure has seriously interfered with public 
or private interests in India. The individuals who 
were immediately affected by the closing of the mints 
were the holders of silver bullion, because the closing 
of the mints lowered the value of their silver, for 
it was immediately followed by a fall in the price of 
silver ; but it must be remembered that the price of 
silver must have fallen considerably, even if the mints 
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had remained open. The extent to which it would 
have fallen I cannot say, hut there must have been 
a fall. On the other hand, the holders of rupees may 
have had some advantage through the closing of the 
mints. I use the word a may ” deliberately, because 
I do not myself believe that Indian prices — I mean 
prices in the internal trade of India — have been 
affected to any extent by the closing of the mints. 
At any rate, whatever result has followed to the 
holders of rupees, it must have been in their favour 
rather than against them. And it must also 
be remembered that all the holders, in India and 
elsewhere, of Government rupee paper obtained a 
distinct advantage by the closure of the mints. If 
the mints had remained open, of course the rupee 
loans would have gone on depreciating to the full 
extent of the fall in the gold price of silver. That 
affects very much the interests of the moneyed classes 
in India, who hold a good many of these Promissory 
]STotes. There are 25 J crores of rupees of this 
stock held by natives of India, besides certain 
loans which are held by the native princes. I have 
seen it stated that the native princes of India 
have been injuriously affected by the closing of the 
mints. I believe this to be an entire mistake. They 
are large holders of rupee paper, and, therefore, to 
that extent at any rate, they have been much benefited 
by the measure. Take Sindia — -the Maharaja!) of 
Gwalior — he holds 5^- crores. Then take Ilolkar — • 
the Maharajah of Indore — he holds one crore of 
rupee paper, and other native princes have a large 
quantity of rupee paper. I was apprehensive, when 
the mints were closed, that considerable hardship 
would be inflicted upon the people who bad silver 
ornaments in India, because they would not any 
longer be able to exchange their silver ornaments of 
a certain weight of silver for rupees of the same 
weight. That apprehension of mine has been very 
greatly, if not entirely, removed by the evidence given 
before this Committee by Sir Antony MacDonnell. 
I consider that Sir Antony MacDonnell is the highest 
authority that could be examined by the Comrattee 
upon the condition of the North-Western Provinces, 
lie is one of our very best administrators in India 
at the present time. He has had a most intimate 
knowledge of the people, from having managed with 
great ability and conspicuous success the recent very 
serious famine in the North-Western Provinces. The 
other day he did a still more important piece of service 
to the Government of India. During the outbreak 
of plague in Hardwar, which, as some members of the 
Committee well know, is one of the worst possible 
places in the North-Western Provinces in which 
such an outbreak could occur, because there is a 
great fair held there, Sir Antony MacDonnell 
managed with great ability to check that outbreak of 
the plague without exiting any bad feeling on the 
part of the native population. I mention that to 
show the Committee what kind of man Sir Antony 
MacDonnell is, and I thoroughly trust all he says 
about the condition of the people in the North-Western 
Provinces. I was very glad to see what he said about 
it, because I consider that the mass of the people in the 
North-Western Provinces, which is almost the mainstay 
of .the British Empire in India — -perhaps that is too 
strong a word to say, but, at any rate, it is one of the 
most! important parts of India — ‘those people have 
certainly benefited by the increase of trade, and the 
rise in prices* in India. Sir Antony showed, in a 
most interesting way, that although they had had to 
meet this great famine, yet. very shortly after the 
i amine, they were ’ able to pay their • land revenue, 
and did pay it,, and declared that they did not 
want any further 1 remissions. That shows how well 
off the people ^ of those Provinces are, comparatively 
— I use the word “comparatively,’* because every- 
body knows how poor the people of India are, 
on the* whole, as compared with the people of this 
country. However, on the particular point on which 
the Committee examined Sir Miimy MacDonnell, ' 
namely, whether this possible from the 


natives holding silver ornaments had any serious 
effect, he satisfied me. I do not know wlrnt 
impression lie made upon members ot the Com- 
mittee ; but his evidence, as I have read it, satisfies 
me, at any rate, that no very serious hardship 
has actually occurred. lie said, and I have no doubt 
be said truly, that, possibly on account of the increased 
wealth of the people, the greater part of their hoards 
are now kept in rupees, and, of course, so far they 
were not touched. They must have suffered to a 
certain extent, but I am satisfied that there was no 
serious hardship arising to the people through the 
closing of the mints. I believe I may state, without 
hesitation, that the Committee will have the. same 
evidence from the highest authorities as regards the 
people of Behar — that is in northern Bengal — where 
the people are very poor, and where the difficulty in 
respect to the sale of silver ornaments might have 
been expected to touch them severely. I would 
add this, that, of course, if the closing of the mints 
had produced the effect of lowering prices all over 
India, that would have injured the agricultural class 
. — the class who pay the land revenue ; but, accord- 
ing to the experience of everyone who has a 
knowledge of India, and according to the statistics 
which the Committee have bad before them, the effect 
of' the circulation upon prices operates very partially 
and very slowly in India, and there is not an atom of 
evidence that 1 have seen to show that the closing of the 
mints has affected prices in the internal trade. I will 
not say that it has not. touched the price of opium ; 
but as regards the internal trade, the statistics prove, 
I think, as conclusively as any statistics can, that 
Sir Antony MaoDonneirs opinion is right, and that 
it has not in any way affected the interests of the 
people with whom the Government has land settle- 
ments in the North-Western provinces. Perhaps 
the Committee will look at these statistics (they are 
in the Statistical Abstract annually presented to 
Parliament). Take the prices in tlie country — 
not Calcutta prices, but the prices up country — of the 
principal articles produced in the North-Western 
Provinces. I will not go into the figures, because they 
cau be worked out by the members of the Committee 
for themselves ; but, putting aside famine years, and 
taking ordinary years, the prices of almost every article 
which the cultivator produces in India have risen, and 
to that extent, of course, the land revenue has been 
eased. I have heard people say that, because this 
has happened, the Government of India would 
have a right to raise taxation on the people. 1 
entertain the strongest opinion that the real safety of 
India depends on the land revenue being easy, li; 
is the opinion of almost every administrator of any 
weight who lias been responsible for the government 
of India, or the government of provinces of India, that, 
the contentedness of the mass of the people depends 
upon the land revenue not being pushed up too high, 
and that, if possible, it should be so fixed that the people 
do not feel it. The Committee must recollect — I think 
Sir Antony MacDonnell explained it, but I repeat it 
because it is a thing to recollect— that the Govern- 
ment stand, more or less, in the position of landlord 
over the whole of India, and the position of the 
Government of India, if the land revenue was . too 
high, would be just like that of a landlord whose 
rents are too high, and the whole bf, whose 
tenants are living in misery, arid living from hand 
to mouth. One: other remark as -to,:. ; ' the effect 
of the closure of the mints. I cannot my that I see 
that it has had any sensible .effect upon; the export 
trade.. During the famine and plague years, you 
could not expect the full trade to go onj and the 
export trade has suffered. ’ . • 1 BqltP/Sfee isason 

there is a great recovery,' and. y&ar is/rery likely 
to be as big an export yOAT fejany* that Mtfehifd 
in India. I do not think I have anything more to 
say as to the effect e£ the elo^ the tornis. ^ f ** 
8397. D6 ^you th&k Jh^f the ’mints' 'should ~ke 
re-opiened for the; coinage of ’ adVer 
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oi lilt; mints. I have no hesitation in giving rimr 
opinion. 

You consider it would be injurious to India 
and to its trade and commerce to re-open the mints ? 
— Yes, and I would add not only to tlie trade and 
commerce of India, but to the ini crests of the people 
of India, to. which I myself attach the greatest 
importance. I come here, perhaps, more to represent 
the interests of the people of India than anything 
else, heeanse anyone who lias been in the position 
that I have had the honour to hold must feel that the 
duty of those who have to administer India is to 
look after the general interests of the people. 

8399. Then, one of the reasons that would influence 
you in being adverse to the re-opening of the mints 
would be that the financial position of India would, 
if they were re -opened, require au increase of taxa- 
tion? — Yes. 1 may say that, so far as I have 
understood the arguments put before the Committee, 
the arguments of those who wish to open the mints 
arc that it would encourage trade, stimulate exports, 
and concurrently, people getting more money for 
their exports, stimulate imports. It would encourage 
the tea planters and those concerned in other enter- 
prises of that kind, because they would get the 
advantage for a time of the fall in exchange, until 
the wages paid to labour, and so on, rose in 
India ; it would relieve them from the apprehension 
rlmt they have, that their competition with China 
will be seriously interfered with by the closing of 
the mints while the price of silver in China remains 
at its natural level. I should have something 
to say upon this point, if any mender of the Committee 
desires to ask me a question about it. But, on the 
other hand, you may put, as the advantages of keeping 
the mints closed, and establishing the gold standard, 
that you would arrive at stability of exchange ; that 
English capital would be invested in India without 
risk, because with a falling exchange it is not reason- 
able to suppose that capitalists will send gold capital 
to a silver stamhird country. It is also, to my mind, a 
considerable advantage that the standard would be the 
same as that of the countries with which India does 
80 per cent, of her trade. 1 think that the increase of 
prices which might follow — I use that word “ might” 
deliberately — from the re-opening of the mints might 
benefit producers ; but I do not believe that any 
.■stimulus is necessary for that, and certainly when the 
increase of the rupee circulation which would follow 
from the re-opening of the mints came to be felt in 
its full force, it would have the effect of raising 
prices. Jt would be very, very slow, but still it 
would have that effect. Then, consider who are 
the people who would suffer by that. It would 
be the consumers who are not also producers. The 
very poorest of the great masses of India, being con- 
sumers, would be injured — all those whose wages 
are very small — they would have to pay more for the 
articles of their daily consumption in consequence of 
the increase of prices. But whatever view may be 
taken of the balance of the arguments that I have just 
put before the Committee, it seems to ! me that the 
conclusive objection to re-opening the mints is in 
the fact that India would have to meet the heavy 
charge which it would involve. . 

8400. Do you mean the home charges ? — The 
heavy charge which would be . brought on India in 
consequence of re-opening the mints. 

8401. Have you formed any opinion as to what the 
amount would be ? — The best calculation I have been 
able to make of the sum to be made up if the gold 
price of the rupee fell from 16c?. to Is., which is a 
reasonable calculation, is that from eight to ten cr ores 
of rupees would have to be found, Against this 
should be set some increase in the receipts from 
the Customs ad valorem duties • - there, thbre 
would be. some increase— -not very large v There 
would be a considerable increase in the receipts from 
the opium sales, say, a crore of riipees. Many items 

Indian revenue may be expected gradually to 

but you cannot calculate on any considerable 


iinimYlKite increase. You slv, from t iu- returns year 
by year, that, although there is ari increase, it is 
gradual, and it is not likely to lx* at all sudden. 

8102. But you are rather assuming a 1 a'. rate, are 
you not? — Yes. 

84U3. Tim intrinsic value of the rupee now is 10r/. ? 
— Yes , but I add 2(/., because I think it is 
possible that the opening of the mints might have 
an effect on the price of silver. When I say that 
8 to 10 crores will be necessary, there are people 
who estim ate it at very much more than that. I have 
taken what I consider to be a reasonable estimate. 
The receipts from Customs and from opium would go 
a very little way to meet the additional charge, and it 
would have to be met in one of two ways, cither by 
borrowing — which no one would suggest, because it 
is felt, I think, by every responsible person that any 
large increase of borrowing would probably land India 
in bankruptcy in no very long time — or the taxation 
must be increased. 

8404. (Sir F. Moimtt.) Have you estimated at all 
the amount to set against the 10 crores increase of 
taxation ? — If you put it at about 1 i crores, that is 
about as much as would be safe to calculate. 

8405. At all events, you would put the total 
additional taxation at not less than 8 crores ? ■ — I 
would put it at 7 crores, if you like. I should be 
sorry to make an absolute estimate. 

8406. (Chairman.) "What Sir Antony MacDonnell 
says is this, at Question 5780 : ( Q.) <c Will you give us 

your opinion as to the economic effect of attempting 
“ to increase, the taxation of India ? (A.) I suppose, 

if the rupee fell to Is. you would have, in order to 
“ make both ends meet, to raise 10 or 12 crores 
Li of rupees additional taxation, and, I suppose, from 
“ my province I should be asked to raise 2 crores, 
i( or thereabouts. I say that it would be impossible to 
iC do that without producing such political discontent 

as would be an extreme cause of danger ” ? — What- 
ever the amount may be, I have put it reasonably, us I 
think anyone will admit who has gone into the matter. 
It is better to put it a little under than to put it a 
little over. 

8407. As there Inis been a good deal of suggestion 
made to the Committee as to the possibility or 
justifiability of increasing the taxation of India, we 
shall be glad to have your opinion upon the matter? — 
In the first place, 1 am not here to say that it would 
be an impossibility to iucresise taxation in India. I 
think it would be possible, but I think it would be in 
the highest degree unwise, both in respect of the trade 
of India, thg welfare of the people of India, and I will 
go so far as to say the security of the Indian Empire. 
The Committee must recollect that, according to a 
statement before them, taxation has been imposed in 
India since 1884 to* the extent of 64 crores of rupees, 
so that we coine, not with a clear sheet, but at a 
time when already the Government of India have had 
to put on that additional amount of taxation. 

8408. During what period is that? — Since 1886. 
If the Committee will refer to the Appendix they 
will see that the income tax has been imposed, 
amounting to Rx. 1,800,000. Then there is the duty 
on petroleum, which is a small thing* Rx. 155, 000 ; the 
salt duty, which is paid by the very humblest 
classes in India, and is considered to be a great hard- 
ship upon them, has been raised bv Rx. f, 600,000. 
Then the increase of duty on imported spirits comes 
to Rx. 100,000, the general import duties to Rx. 
1,600,000, the import duties on cotton to Rx. 900,000, 
the increase of Kohat salt duty Rx. 50,000, re- 
imposition of the Patwari cess in the N.W, Provinces, 
which is a tax on the cultivating classes, Rx. 200,000, 
making a total of Rx. G, 405, OCX).* 

♦ iJote.— On looking again at Mr. O’Conor’s figures I 
think the provincial licence tax which' tfatf absorfealn the 
Income tax should be deducted from this total In' the 'last 
year of its existence, that licence tax yielded Rx. 472,800, so 
that the net amount of fresh taxation would he Kx. 5,932,200. 
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8409. Since* the fall of silver ? — Long since tlie 
beginning of the fall of silver. And, moreover^ 
.Mr. O’Oonor, who prepared that Appendix, says 64 No 
u remissions or reductions of taxation can be noted 
" as a set-off against the taxation which has been 
“ imposed since 1880/’ Those are the figures which 
justify my statement that there has been a large 
increase of taxation already in India. 

8110. Now with respect to the suggestions that have 
been made as to the sources from which increased 
taxation could he had; first of all, will you deal with 
die land revenue ? — 1 do not think anyone has 
advanced the ]jroposal that we should interfere with 
the land settlements in India. Such a proposal 
would never be entertained for a moment by any- 
one who has had anything to do with Indian 
administration. It would create a reasonable ground 
lor an accusation of want of faith against the Govern- 
ment of India, and would certainly be dangerous to 
llie stability of our rule. At Question 7069, Mr. Steel 
suggests that the settlements might he shortened from 

00 years to 10 years. ^ think there is the gravest 
objection to that. No one who knows anything 
about the process of altering the assessments in India, 
can fail to be aware that it disturbs very greatly 
the district that is being dealt with. The land revenue 
settlements in the North-Western Provinces are for 
tiO years. We know that for the year before, and for 
some little time after, the re-settlements, everybody con- 
cerned is disturbed ; and to make re-settlements every 
10 years would aggravate that evil very greatly. It 
has been the desire of the Government, as much as 
possible, by certain processes, such as taking averages, 
and so on, to reduce as far as can be done the evil 
necessarily arising from the making of fresh settle- 
ments. There must be some evil ; but to alter the 

1 or m from 30 years to 10 years would be, I think, a 
proposal which no Indian administrator of experience 
would support. 

8411. The next point is the duty on imports? — I 
see Mr. Ralli proposes that the import duties should 
be t rebled, and, I suppose, that an equivalent excise 
should he imposed upon Indian cotton manufacturers, 
so as to prevent any protective incidence of the duties. 
f } myself, looking at it as a man practically concerned 
in polities, think that; ic is a proposition which no 
Government here would entertain. We all know how 
difficult it was to persuade the cotton interests in 
England to accept the present low duties ; and 
for the Government of India to propose to treble 
the duties would be to make it certain, in my opinion, 
that Parliament would not support them, and that it 
could not he carried our. Besides that, on the merits 
of the case, I am rather against the increase 
of the duties. Customs duties are not a good thing 
in themselves, and I should very much have preferred 
that the duties had not needed to have been put cn 
at all. I approve of the policy for India of having 
as much free trade as you possibly can. It increases 
your imports and it increases your exports; and, 
as the solvency of India depend^ mainly on her trade, 
that is to say, that the exports of India should be 
larger than the imports, the more you have free trade 
the moi'e you are likely to benefit the country. I 
should object in principle to increase the import duties, 
hut I am hound to say that it is rather the middle 
and upper classes who consume Manchester goods, 
and, therefore, the poorer classes would not be 
much affected. 

8412. But there is an excise duty on some Indian 
goods ? — I was. referring to the products of native 
hand looms, which I believe to be mainly used by the 
poorer classes. 

8413. Then have you anything to say about 
exports ? -I really think it is hardly necessary to 
argue about exports. Mr. Ralli proposed a 10 per 
cent, duty on shellac and jute. It has even been 
proposed to put a 10 per cent, duty on tea. I 
consider that, the financial condition of India depending 
so much on the exports being greater than the imports* 
it would be a suicidal thing to put a tax on her 


exports. I always thought that one of the first duties 
that ought to be taken off in India is the export duly 
on rice. I should very much lik3 to see it taken off, 
and that has been the opinion of most men who have 
had to do with Indian finance, but they have not been 
able to carry it out. To tax your exports is simply 
to diminish the balance in your favour between exports 
and imports, and I do not consider that it is a reason- 
able proposal. 

8414. Then the next would he the salt tax ? — I 
believe you would get a crore, or something like that, by 
raising the salt duty from 2 rupees 8 annas to 3 
rupees per maund. That would be entirely borne by 
the very poorest people in India, and also by the 
agricultural interest, because salt is very necessary 
for cattle, and it is supposed, even now, that the salt 
tax interferes with the agricultural industry. My 
feeling about the salt tax is that it is too high, 
both because it presses upon the poorest of the people, 
and because it is the only tax which, if it was put 
at a low figure, such as 1 rupee per maund, the 
Government of India could use in times of emergency 
to raise at once some increase of revenue without 
difficulty. We have already put upon the poorest, of 
the people a taxation on salt to the extent of 
Rx. 1,600,000 in 1888, and I am opposed to any 
increase of that tax. 

8415. Now, the other taxes are the excise and the 
assessed taxes. Have yon anything to say about 
those ? — I do not think you could rely upon any 
increase of those taxes. I believe the excise is now 
being worked so that the greatest possible amount is 
raised consistently with not encouraging the con- 
sumption of spirits. That is the principle upon 
which we have always worked the excise duties 
in India. There was another suggestion made, 
which is subject to the same objection as the tax upon 
exports, viz. : — that you ^should raise the railway 
freights. The Government of India have always 
looked upon railroads, not so much with a view to 
making profit or even paying interest on capital, hut 
with a view to developing the trade of the 
country. Speaking generally on the question of 
raising taxation in India, I think it has been suggested 
by some of the witnesses that a committee should 
be appointed to ascertain whether taxes could bo 
raised which nobody has ever thought of up to the 
present time. I believe I can say without hesita- 
tion that many Indian financiers and statesmen 
have considered with the greatest care what taxation 
can be raised in India. I have at home a mass of 
matter dealing with this topic, I have a whole 
volume about the suggestion of putting on a tobacco 
tax. The objections to raising a tobacco tax in 
India are not only that you would he taxing 
one of the little luxuries that the mass of the people 
enjoy, but you would have to create a gigantic system 
of excise. Every man who grew an acre, or a 
quarter of an acre, of tobacco would have to be 
watched by subordinate native officials. It would 
create the greatest discontent, and would be open to 
the gravest objection to any tax, namely, that the 
receipts which would come into the hands of the 
Government would be much less than the money paid 
by the people in order to conciliate the officials 
who had to collect it. I do not think that there 
are any new taxes that have not been fully considered 
and set aside by those who have been responsible 
for the Indian finances. I may mention to the 
Committee that, when I went to India in 1872, there 
was considerable discontent about taxation. I will 
not go much into the reasons, but the result was 
that, after giving the best consideration I could to the 
matter, I resolved to follow the course which my 
predecessor, Lord Mayo, had intended to take. 
When the income tax expired in 1873, I did not 
renew it, and I believe that that policy had a very 
good effect. . I also endeavoured, as far as I could, to 
prevent any increase of taxation, even locally, excepting 
very gradually. The condition of India now— at least 
I hope so — is better than it was in 1872 ; the 
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people maybe better off; but if I had to consider 
ibis question I should be guided very much by those 
who have been responsible for the finances of India 
and the administration of India since I was there. 
I should be glad if the Committee could refer to 
Lord Cromer’s evidence which he gave in 1887 before 
the Cold and Silver Commission, because he went 
into all this very fully, aud what I have stated now 
as my own conclusions is almost entirely the same 
as the evidence given by Lord Cromer. If I were 
responsible for the finances of Indin, I should 
consider that the evidence given before this Com- 
mittee by Sir Antony MacDonnell (whose authority 
I have already alluded to), at Question 5795, would 
be conclusive, because it is the opinion of a 
practical administrator in the country. He says, 
“ If taxation to the extent of eight crores of rupees, 
“ not to say 10 or 12, were imposed, we should not 
u be able to hold India to-morrow without danger of 
“ tumults and insurrections.” That opinion is in 
itself very strong, but he adds words which make 
it to my mind still stronger, knowing, as I do, what a 
careful man lie is. He says, “ I think I am bound 
(i to say that I have had exceptional opportunities of 
“ knowing what native feeling is as regards the 
“ imposition of further taxation on the country.” 

8416. In that opinion you fully concur? — I do. 
Then, I may remark also upon this subject that the 
taxes proposed to be put on would either fall on the 
mass of the people, and the larger portion on the 
very poorest of the people, or upon trade. This 
shows, I think, that the policy of the Government of 
India in preventing the further fall of silver, rather 
than imposing new taxation, is in the interests of 
the people ami in the interests of Indian trade. 

8417. Now, I will ask if you think that the 
present monetary situation should he allowed to 
continue — the mints closed, with no gold standard, 
and the whole control, so to speak, of exchange 
left in the hands of the Government by their 
being able either to restrict or enlarge the circu- 
lation ? — Well, I am not quite certain whether 
the Government of India might not have delayed 
their proposals for some little time; I will not say 
that they could not have done that ; but as they have 
been made, and as the question has been referred to 
this Committee, I am strongly of opinion that it 
ought to be decided. I fully see the objection to 
the present condition of the currency which the Chair- 
man has suggested, viz. : — that there is now no real 
standard of value and no automatic process, certainly 
no effective automatic process, of regulating the cur- 
rency. I think that this may be exceedingly dangerous 
to the interests of any country, and I do not 
believe that any Government in so large a country 
as India is wise enough or has information enough 
to enable it to regulate the currency. There ought 
to be some automatic process whereby, if a demand 
comes for currency, it can be supplied indepen- 
dently of tbe will of the Government. Therefore, 
I think that the question should be decided, and 
that the period of uncertainty which has existed since 
the closing of the mints should no longer be pro- 
longed. Apparently it has had a bad effect upon the 
transmission of English capital to India; at any 
rate, it has prevented the flow of English capital to a 
certain extent, aud it appears to have had something 
to do with creating stringency in the money market. 
But, at any rate, the sooner we get to a sound system 
of currency in India, the better. 

8418. Have you considered the proposals of the 
Government of' India to introduce an effective gold 
standard into India ? — I have rather devoted myself 
to the question of principle and to certain other pro- 
posals that are before the Committee. If I am asked 
the question,— I do not agree with the proposals male 
by the Government of India. 

8419. You are aware that, when the Government 
of India closed the mints in 1893, it was as a first step 
towards the establishment of a gold standard?— I 
think they would not have been justified in doing it 


unless it was intended as a first step towards a gold lit. }r un . Earl 
standard. of Northbrook, 

8420. Then, what do you think of a gold standard G.C.S.I. 

for India? — I think I may say that I cordially support 4 jq~78S8 
the view of the Government of India as expressed x ' 

in the Despatch of the 16th September 1897. It 

explains so clearly what their views were, that, 
perhaps, the Committee will allow me to read it : — 

“ The currency system of India is in a transition 
“ state ; the Government of India in 1893 decided to 
“ establish a gold standard, and the first step towards 
“ that object was the closing of the mints to silver 
“ by Act VHI. of 1893. The silver rupee is still the 
“ sole legal tender coin, though the Government has 
“ by executive orders undertaken to receive gold 
“ and sovereigns under certain restrictions set forth 
“ in Notifications Nos. 2662 and 2663 of the 26th 
<£ June 1893, the rate of exchange adopted being 16tZ. 

“ the rupee, or 15 rupees =1/. The measures to be 
“ taken when the transition period has passed have 
“ not been laid down, but it is probable that the 
“ Indian mints will be opened to gold, and gold coins 
“ will be made legal tender to an unlimited amount ; 

“ silver rupees would also continue to be legal tender 
4< to an unlimited amount ; and the ratio between the 
“ rupee and the gold coins as legal tender would 
u at the same time be finally settled. The system 
i( towards which India is moving is thus a gold 
“ standard of the same kind as that which now exists 
“ in France and the United States, but with a 
“ different ratio for legal tender ; but for the present 
“ the mints are closed both to gold and silver. The 
“ transition period has lasted for more than four 
“ years, but there is ground for hope that it is now 
“ drawing to a close.” I endorse the way in which 
that is put by the Government of India. 

8421. You concur in that, totally irrespective of 
the inode in which they propose to carry it out ? — 

Certainly. I do not agree with the particular method 
proposed by the Government of India in tlieir letter 
of March 1898, which has been referred to this 
Committee. 

8422. Now, have you given any consideration to 
the question as to how a gold standard should be 
established ? In the first place, would you open the 
mints in India to gold? — Yes. I think that, in order 
to establish a practical gold standard, it must be 
accompanied by a gold currency. I do not understand 
a gold standard separated from a gold currency — 

I mean, separated from giving anybody who has gold 
the power of taking it to some place, and having it 
cut into pieces of the weight and fineness of the standard 
of value to be established. A gold standard means that 
by law a certain quantity of gold of a certain fineness, 
marked in a certain manner, shall be the measure of 
value for commodities, and I du not understand how 
such a standard can be introduced for any practical 
purpose unless the Indian mints are opened for the 
coinage of gold, and this is the same thing as to 
introduce a gold currency. 

8423. The principle would be that the holder of 
gold must have the right to go to the Indian mint 
and have that gold converted into what would be a 
current coin, which would be legal tender?— Certainly. 

Without that, I do not see that you can have a really 
sound gold standard. 

8424. Then what do you think about the converse 
proposition — taking silver, and having that converted 
into gold ? — That is a very important question — one 
of the most important questions which the Govern- 
ment will have to consider from time to time. In my 
opinion, it is not necessary to the establishment of a 
gold standard that the token silver currency should be 
convertible into gold. It is not done in France at 
this day, and it does not seem to me that there is any 
necessity, as a matter of principle, for the token rupee 
coinage to be convertible into gold. At the same time, 

I think it is extremely desirable that rupees should 
be convertible to some extent, immediately if 
possible, but certainly in the process of time. Cf 
course, it might be done in different ways. It is a 

A 3 



0 


INDIAN CURRENCY COMMITTEE : 


Hi. Hon . Eat l 
of Northbrook f 
GXJ.SU. 

4 Nov. 1898* 





mutter rather oE detail- — a subsidiary matter to 
establishing the principle upon which the standard 
of value and the currency should be founded. 

8425. AVe have had several schemes put. before, 
ns for carrying out that gradual convertibility. 
Mr. Lindsay’s appears to he .con lined to exchange/ 
purposes only ? — 1 have very carefully considered*, 
so far as I have been able, Mr. Lindsay’s and 
Mr. Raphael’s schemes, and I think they are very 
ingenious ; but they appear to me, as the Chairman 
has said, to be for the purpose of establishing wlmt 
Sir John Lubbock calls an ‘‘ exchange standard a 
standard only for the sake of international exchange, 
and it is an essential point of Mr. Lindsay’s scheme 
that there shall not be a gold, currency in India. 
That is, to my mind, almost a fatal objection ; and 
there is another very grave objection, namely, that 
his scheme imposes a liability on the Indian G-ov em- 
inent to change rupees for gold wtliout any limit. 
I am not prepared to say that, if I were responsible for 
tlie finances of India, I would undertake that liability. 
It is one of those liabilities which it is impossible 
to estimate. We do not know how many rupees 
there may be in India, and we do not know how 
many rupees may be sent in to be exchanged for gold. 
There are some calculations before the Committee 


about the rupee currency, but they are not altogether 
to be relied upon, however carefully Mr. Harrison has 
made them, and he has certainly exercised very great 
care ; hut the liability is one, I think, that the Govern- 
ment would not dare to undertake. I may say that, 
as regards these schemes, I agree with the criticisms 
made upon them by Lord Rothschild and Sir Samuel 
Montagu. I do not Relieve au y scheme for 

bringing capital for temporary purposes to India by 
the action of the Government would be advisable. 
The Government would probably come out losers, by 
any such transaction. I think the schemes are too 
artificial. In my opinion, the principles upon which 
the standard of value and the currency of a great 
country like India are to he regulated, cannot be too 
simple. 

8426. Would you continue the rupee as a legal 
tender to any amount? — Unlimited at first. 

8427. But with any idea of restricting it? — That 

is a matter which must be very carefully considered 
by the Government of India. I have been unable to 
find any materials to enable me to give an opinion as 
to what amount of transactions in India are small and 
what; amount of transactions are large. My impression 
is that the great mass of the transactions, both of the 
Government and of the people, are small, and that it 
might, in . the end, be feasible to limit the legal 
tender of the rupee, , after a, considerable time, to 
transactions below a certain amount., I will not state 
what amount, because I have no materials to justify 
me in making any suggestion of amount. At the 
same time it must be done with the greatest caution. 
Great care must be taken not to , interfere with 
existing contracts, and also great care must be taken 
not to interfere with the feelings and prejudices of 
the people. ' . . 

8428. Would you liave^ the .Indian mints coin 

sovereigns? — Certainly, I think the first step to he 
taken should be to make the sovereign legal tender 
ui India— as you know, it is not, .so now—and #0 
0 ;g^ix,%e. Indian mints for tlm, coinage of sovereigns 
of fbfc standard weight pud fineness, the same , as our 
yovereigns.^ [The Imperial , fr oyer ament*. qf { coursc, 
would ailQW . those sovereigns to he legal tender all 
through the in the same way as Australian 

— ^ Vf- i .noW , 

|; w&uld create- an automatic 
I think • it would have that 
^ It would-^require .a. little 
woidd in the end 

$ |V;5 -jj : 


8429. Ifou tLuujk 
Row and n 
effect in a 
time to _ 
have that effect. 

. .8430. In the first woulff gold have ^tf be 

provided for that purpdif t|r ; the Sbv^rnment of India ? 
do not think that, it would he necessary. I have 
it stated that to establish a gold a^apdard apd 



a gold currency iu India would require an enormous 
accumulation of gold by the Government of India. 
I do not see that myself. I think that the supply of 
gold would be obtained gradually, and without any 
such great cost to the Government of India as has 
been suggested. In the first place, the opening of the 
mints to the coinage of gold would cost the Govern- 
ment nothing, except the cost of the coinage. Any- 
body who chose to bring gold to the mint would 
have it cut into a sovereign, and the Committee, of 
course, know that at this moment there are supposed 
to be something like 300,000,000/. sterling of gold 
in India. It will probably be to the advantage of 
some, at any rate, of the holders of that gold to bring 
it to the mints to lie coined. Colonel Smith, the 
Mint Master at Madras, who was a very able authority 
upon coinage questions, thought that 30 or 40 millions 
of gold would be brought to be coined at the Indian 
mints, if they were opened to the coinage of gold. 
I do not see liow the precise amount can bb estimated, 
but that some gold would be brought in there can be 
no doubt. Then, again, if exchange goes up a very 
little above the* present rate, gold will be sent to 
India to. be exchanged for rupees. Then, again, I 
think, after certain notice and with every protection 
to individuals, the customs duties might be levied in 
gold, and if the Government of India went through 
the other items of revenue, it might be found that 
some of those other items might be collected in gold. 
Certainly the opium sales might be made for gold ; 
there is no difficulty about that. Then I think that 
about three millions of gold are now produced in 
India. If the people who are interested in that 
production can manage to have the refining carried 
on in India they might send that gold to the Indian 
mints and have it coined at probably considerable profit 
to themselves. Therefore, I do not think* there is any 
necessity for. any large expenditure by the Govern- 
ment pf, India in order to provide gold. Some ex- 
penditure may be necessary, but it would be principally 
for the sake of facilitating the exchange of silver for 
gold and easing the rate of discount. 

8431. ( Lord Balfour of Burleigh .) I understand 
you have said two things — .that the rupee is not 
necessarily to be convertible into gold, but, at the 
same time, it is to be legal tender for any amount — -at 
any rate, for the present ? — Yes. 

8432. If it is not to be convertible, is it not 
absolutely certain that there will be some difference 
of value between the number of rupees which is to 
be the standard equivalent of the sovereign, and the 
number which you would have to give for the actual 
exchange into gold; in other words, will there not 
certainly arise some premium upon gold? — It is 
possible; just as in France, when the double standard 
existed, sometimes you had to pay a little premium 
upon the Hapoleon. 

8433. Then is it not obvious that you will have, in 
this case, a premium upon gold ?— The real practical 
working of it, I take it, would be this, that silver 
wotikl be, for almost all purposes, the currency of 
India — for the great mass of the transactions of the 
people. • ■ 

8434. Then does it not follow that you have not, 
except in name, established a gold currency and a 
gold standard together, and that every, t debtor will 
exercise his option and pay in silver ?— J ; dcTnot follpytr 
the question completely. If it is meant, to imply that 
a gold standard cannot be established . while token 
coins of silver continue to be unlimited legal tender, 
unless the two are convertible, my answer would 
be, I think, ..that, in the first place, ^hat is. practically 
the system, m France at the present moment 

i < Dogs, not that involve this logical result— that 

that, is saying that the circumstances of .Franco arc 
the same as the circumstances! of India, and that .the 
analogy pan be carried out all. through pT-Evexybody 
knows, of course, that the circumstances of France 
ayanot exactly the sa me as the circumstances of India, 
but I -do, not think that afihets this particular question. 
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. 843 C. ( Chairman .) It is so in America, too, I think ? 
— I.do not know anything about the American: system. 

I think it would. b,e better, in order to carry, that 
part of' the subject a little further, to say that Lpropose 
That in spuie way or other rupees in large sums should 
he convertible into gold to a limited amount. . I do 
not think there would he any difficulty as= regards 
internal transactions ; but as to foreign exchanges, I 
think there is a difficulty that has to . be .met in some 
way. . . • ■ -,*■ : : • 

8437. Then have yon formed: any opinion a£ to the 
ratio that we should fix ? — I think the evidence that 
you have had is entirely in favour "of: fbtihg 1 si ‘id. 
There is no doubt ,tbat> the greatest' difficulty in ’the 
whole of the scheme lis- whether -that ratio can be 
kept up or not. The Is., 4$. ratio has a good deal to 
recommend it. First of all, it is the* present ratio; 
apparently the trade expects* that that will be the ratio 
fixed ; the number of ; rupees .to be exchanged for a 
sovereign is very ; convenient, one sovereign for 15 
rupees, which : is the same rate at which the gold 
mohur u^ed to exchange for rupees ; and curiously 
enough the subsidiary eoins fit in admirably, you 
have one anna for one penny, and 24-0 annas for £1. 

8438. How would the position of the currency 
note' issue be affieeted by a gold standard ? — That 
is a very difficult question, and X' should be sorry 
to express any positive opinion about it, , because 
I think it must be carefully considered by the 
government of India when the principles are 
established. At the same time,. X should like, to Say 
that ; in my own opinion something might be done by 
tfj$ ‘Paper Qurpeney. JUepartmenWl mean through 

preset note topuiatiQn--' to. provide for what Lord 
j of. J^le^fcdsi^esl^^namely, .some con- 
yerkh^%V 0^ the mpee jutp gold.. I think that it 
might be possible that the large notes issued by the 
Currency Department should be convertible into gold 
at the option of the holder. Those notes have been 
issued upon silver. The liability would not be very 
serious, ,it would be, a liability which: could be under- 
taken without any great risk. It would ai&ount, I 
think, tp about 6,000,000£. sterling. ■ The. present 
note circulation is .25 crores, of which rather less than 
half is in -big notes;; pf those a great many are held by 
the; Government treasuries. ; That wbuld for; a time, at 
any. rate,; ease the difficulty - in the.; way. .of -sending 
capital to India to fiqaqce the crops in the busy season, 
and it would be a liability winch would not be bey tod 
fhp power of thc Government of India. to meet;.. audit 
is a. liability that need not be extended. It would be 
at fh&t limited tojpe number of notes now in. circula- 
tion.' . . ■ That , seemed to me to he a possible way, but I 
.beg the Committee to take this as merely a suggestion. 

I do not mean to soy that there are not other ways 
and better ways of doing , the same thing ;. but this 
pictured to me as a possible way of doing it, and I 
thought it would be more acceptable to the Committee 
if I examined the subject from a . practical, point of 
view, and looked at all these points to see how, 
supposing I had happened to he responsible for 
carrying out thp change of standard, I should 
endeavour to work it, r : ^ 

8439. (Sir \F. Mowatt.) Does your Lordship con- 
template any special fund to meet that 0,000,000/. 
sterling which might be necessary for converting the 
notes ? — Yes, they have now a quarter of a million of 
gold in the Currency Department. . . If more gold came 
in, in consequence of the rise in the rate of exchange, 
some of, that geld might be triuisferred from the 
general balances to the Currency Department. Besides 
that, I should like to, see some assistance given by- the 
Jjpperial Government in this matter. I think a fund 
.should be provided, so that there should be absolute 
rprtainty about the convertibility. There mustmot be 
^y doubt about the matter. : . A;. 

r ; $.440. (Sir D . Barbour,) A fund in India; I 
understand you to say ?~— Yes^ in India. j - 

8441. (Chairman) What would he the effeekiin 
your judgment, of the establishment of a gold, standard 
upon the Government rupee, debt ?^-The closing of 


the mints, of course, lias been a great benefit, lo the 
holders ,o£ the. Government rupee debt, as I explained 
before. I should be sorry to sny what should be done 
m detail with respect to that debt. The -return of the 
difierent loans which' is before the Committee is very 
complicated, and I think it is one of those subjects 
which must be left to be considered afterwards. The 
holders of the debt have gained by the action that has 
already been taken, and I do -not*: very well see that 
they can lose by anything which may be done further 
im the matter^ ; 

. 8442. With reference to the Imperial Government 
supporting, the Government of India, do you think 
there should, be some assistance in some shape, either 
in credit or in gold ? — Yes, I know it has been held by 
people of great authority that the Imperial Government 
should never use its credit to assist the Government of 
India; It has been said on this side; and even in India, 
that the independence of India would be risked, if the 
Imperial Government helped India , in this manner. 
I do not attach much importance to those arguments. 
The fact is that the Government of - India has no 
independence in respect to financial' questions. Any 
important financial question is determined by the 
Government of England. Look at the imposition of 
import duties on cotton manufactures. India had no 
power to impose those duties, and it was a very long 
time before ’she could get the Government of England 
to agree to them. It was greatly due to the Chairman 
of. this Committee tliat they were imposed at all ; he, 
as- Secretary of State for India, had the courage to get 
up in the House of Commons and declare that the 
interests of India ought not to be sacrificed to the 
interests of this country, however large. 

• 8443. .Would you wish, .yourself, to make any 
suggestion upon that part of the subject I 

should not advocate any such assistance from the 
Imperial Government to the Government of India as 
taking the responsibility of the whole of the Indian 
debt. Ido. not think it is necessary. I think India 
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is able to pay her way with proper management of her 
finances, and I think it u uadvi sable ; it would be 
unpopular ' in . this country, x But when India is 
engaged, upon a. financial- operation of such great 
difficulty and importance aa the change of the 
Standard and- . c urf ency { :ah the .. country, I think i hat 
is a time when, itiore. for. the moral effect — more for 
the purpose of) giving ‘confidence to the commercial 
world; that. i be' change is to be carried through — than 
for i : the finaim^ -advantage of the assistance, , the 
Support; of the .Imperial Government should not be 
confined. to a mere approval of the Indian proposal. 
It would., cost . the Imperial . Government nothing, 
because India would, pay interest on whatever money 
was advanced to her, but in some way or other-cither 
in the way I - have just suggested to the extent of 
6,000,0001 or 8,000,0001. to guarantee the convertibility 
of the Indian note issue, or in some way or athern- 
I attach the highest importance to there being the 
moral support of - the Imperial Government -and, as 
moral, support is not of much good unless you put 
your hands in your pockets, that moral support should 
be confirmed by some liability being undertaken by 
the Imperial Governments 

8444. There is .one proposal that* has been 
mentioned that I think I should have put to your 
Lordship earlier-.— the proposal to levy an import duty 
cm silver? — A great many high authorities have 
advocated that ; -but, after considering it very carefully, 
and, if I may confess.ity after at first being in favour 
of it, 1 came to a bondtision ■ against it. I do .not see 
why you shobAd; prevent the people in -I^ia fr^ln 
getting, silver at a- reasonable rate . if they want fi^ .1 
suppose the women of India, are not unlike the women 
of; other countries-rrthey are very fond of ornaments. 
The woinen of the poorest classes wear brass; hinges 
or bone, bangles on their arms- and ankles* 
the ehfcssa little -better oft* they wear silver- banglen. 
It is -quite a mistake to "suppose tb aft -this is a sort 
of bank- into which* the natives deliberately pat them 
savings^ it is just for the sake of ornamenting their 
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Rt . lion. Earl wives. As they get richer they get gold bangles, and and, in 1857, the Bombay Government recommended 
of Northbrook, when you get to the wealthy classes, they have pearls the introduction of the sovereign as legal tender. 

G.C,S.I. anc i diamonds and every sort of jewels. But I do At about the same time, there were so many English 

— T r o not see why you should not let the people of India sovereigns — or, rather, Australian I think they were 

Nov. 189 8. silver at a reasonable rate if they want it, and I — introduced into some districts of Madras by 

think a change in the standard of the country should labourers returning from Ceylon and Mauritius, that 

be carried out with as little disturbance of the general the Government were obliged to receive them into 

interests of the people as possible. I think it might the Treasuries, and a gold currency based on the 

have a bad effect upon the people of India if they were sovereign would rapidly have superseded the rupee 

told we were going to prevent them getting any more currency, if the G overnment of India had not prevented 

silver. It is advocated mainly, I understand, on the it. That is stated by Sir Charles Trevelyan in a 

ground that it would prevent illicit coinage. That is Minute written in 1864.* In 1864 the principal 

a verv difficult question. The Indian Government, I commercial associations in India recommended a gold 

understand, say that there is no illicit coinage going on. currency — the Bombay Chamber of Commerce, the 

8445. Not that there is no illicit coinage, but they Bengal Chamber of Commerce, and the Madras 

think that there is no excess over the average ? — Chamber of Commerce — and the Government of India 

I hope there is none ; but, at any rate, putting a high in the same year recommended the introduction of the 

import duty on silver would not have much effect, sovereign as legal tender. In 1866 the Calcutta 
The Committee will recollect the coast line of India Chamber of Commerce again recommended the 
and the land line of the Indian frontier. Is it introduction of the sovereign as legal tender. A 
reasonable to suppose that, if you put a high import Commission was then appointed to inquire into the 

duty on silver, you could prevent smuggling ? I do matter, and reported that, <c The demand for gold 

not think it would be possible, and that would be worse, currency is unanimous throughout the country.” Sir 
probably, than having some little illicit coinage. Charles Trevelyan’s Minutes will be found to give the 

8446. (Sir 1 ). Barbour .) You might also mention whole account of this matter, if the Committee wish to 

the French and Portugese settlements in India ? — know any more about it. While I was in India, 
Yes, I suppose you would have to get a treaty with in 1872, Sir Richard Temple, who was then Financial 

France to prevent silver coming into Pondicherry. Member of Council, wrote a Memorandum recora- 

Another reason against the duty, and it is not one to mending a gold standard and gold currency in India, 
be despised, is that it would raise opposition from a There was no man who had more experience of India 
very important interest, namely, the silver interest, all round than Sir Richard Temple. He had been 
That is a very great interest in the world, and I in almost every part of it in responsible positions, 
would not raise any opposition of that kind, unless it and he would not have recommended this, if ho had 
were absolutely necessary. not believed that a gold currency was likely to be 

8447. (Chairman.) Have you any observations -to acceptable. I wrote to ask him whether he would 

put before the Committee as to the objections which allow me to place this Minute of his in the hands of 
have been raised to the introduction of a gold standard the Committee, and he said he was quite willing that 
into India ? — Y r es. The first objection is that the I should do so. Therefore, I put it in the hands 'of 
gold standard is not suitable to India, because India the Chairman, and, if he so pleases, it can be printed 
is a poor country. I really do not know what is meant with your proceedings. (For this Minute , see 
by a poor country. If wealth is to be determined by Appendix.) In 1878 the Government of India 
revenue, or trade, or credit, I cannot admit that India recommended a gold standard, and the ultimate 
is a poor country in comparison with many other adoption of a gold currency. I have mentioned 
countries that have a gold standard. Of course, local already that Colonel Smith, the Master of the Mint at 
exchanges of commodities in India are carried out, Madras, was in favour of a gold currency. I may 
principally, not even in silver, but in copper, and gold just add this. Perhaps some member of the Committee 
coins would only be used in the larger transactions, may say, How is it, if you had this recommendation 
But it does not follow that gold would not be from Sir Richard Temple in 1872, that you did not 
extensively used for those transactions. Another adopt it? The answer is a very simple one. That 
objection raised is that a gold currency is unsuitable was a time when gold was appreciating, and it was 
to the Indian people. Sir Robert Giffen, in an article impossible to do it. Then, after that, came the 
he wrote the other day, said there is no demand for a question of bi-metallism. That, I think very properly, 
gold currency in India; but, in my opinion, by far the turned all the thoughts of the Indian Government in 
greater weight of authority is upon the other side. In the direction of trying to keep the silver standard by 
order to establish this, I must Lrouble the Committee securing an international monetary arrangement with 
with a short history of what has happened in India France and the United States of America, and, there- 
with regard to coinage. The unit of the Hindu fore, the particular question of the gold standard and 

coinage was gold, and gold coins were in circulation currency went into abeyance. But, at the same time 

before the Mahometans came. The Mahomedans during those discussious, when Lord Reay and Sir 

introduced the rupee, but at the same time gold coins Louis Mallet were the representatives of the India 

called mohurs were freely circulated. At first, under Office at the Monetary Conference of 1881, after 

the East India Company, gold and silver coins were coming back from that inquiry re infeetd , without 

both legal tender. There is a Despatch which has having been able to do anything, they reported that 

been laid before Parliament (I think it was moved for India, by adopting a gold standard, could, in a few 

by the Chairman of this Committee) from the East years, obtain a supply of gold sufficient for all purposes 

India Company in 1806. In that Despatch you will of her commerce as a standard of value, and that the 

find a very interesting piece of evidence on that difficulties derived their force rather from the interests 

matter. In paragraph 20 you will see that, under the of England and other gold-using countries than from 

Government of Madras, gold coins were then the those of India itself . Now, this 1 want to put before 

pi-incipal currency, money of account, and the measure the Committee. There is a remarkable fact which 

by which the pay of the troops was generally calculated, presents itself to axe in looking back at all this again — 

Those gold coins were of a very moderate amount; because I knew it before— namely, that all through 

they were called star pagodas, and were worth about 8s. these papers, and all through the consideration and 

They were the currency of Madras at that time. Gold discussion of this question, there is hardly one single 

and silver coins remained in circulation as legal tender suggestion from any one with a knowledge & of 

till 1835, when the silver rupee was made the sole India— I doubt whether there is any su^estion 

legal tender. Notwithstanding that, a considerable at ad— that a gold currency would not be ‘popular 

amount of gold continued to be coined at Calcutta, in India if other circumstances rendered it de- 
an d gold coins were received at certain rates at the sirable. I therefore venture to think that, if the 

Government Treasuries. A stop was put to that in ’ 

1853, but, nevertheless, gold continued to be coined; * See Commons Papers No. 79 of 1865 and No. 148 of 1868. 
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history of coinage in India is considered, the 
balance of authority shows that there is no ground 
for rejecting a gold currency as being unsnited to 
India. I am glad of having had an opportunity of 
putLing this forward, because I have not seen it 
in evidence, nor is it elaborated in any of the 
publications which I have read on this subject. 
Another argument against a gold standard is that its 
cost would be enormous. I have dealt with that 
already; I do not admit it. I would add that the 
evidence given by Lord Rothschild and Sir Samuel 
Montagu, and the facts as to gold production, show 
that such gold as would be required in India could 
be easily supplied out of the gold production of the 
world. The production of gold in the world has 
increased in ounces from 54 million ounces in the 
years from 1876 to 1880 to 12 million ounces this 
year. In Mr. Bryce’s excellent hook upon South 
Africa, he gives a calculation of the future supply 
of gold from the Transvaal. He says that “ the 
“ view of the most competent specialists is that 
u the value of gold to be extracted in 50 years is 
<c about 700 million sterling, and that the produc- 
“ tion may not fall short of 10 million sterling a year ; 

« and, with improved economical and administrative 
u conditions, might reach even a larger sum.” 
Therefore, 1 think that the difficulties which existed, 
no doubt, when gold was appreciating, need not now 
stand in the way of making this change. There is no 
reasonable probability that anything that the Govern- 
ment of India may do, or any reasonable quantity of 
gold that they may want, can seriously interfere with 
the gold market of the world or injure any gold 
standard countries. Those are the replies which occur 
to me to the arguments which have been used against 
the introduction of u gold standard and a gold 
currency. 

8118. Do you think, taking all these circumstances 
into consideration, this is a suitable time to make such 
a change ? — I cannot conceive a better time than the 
present. You have got the exchange up to Is. 4c?. ; you 
have got a large production of gold, and everybody 
expects that some decision will be come to upon the 
matter. You have another great advantage in a very 
favourable financial year — in all probability there will 
he a considerable surplus which will give the Govern- 
ment a command of the situation to a great extent — 
and, taking all the circumstances together, I cannot 
conceive a better time to make the change than the 
present. 

8449. Is there anything else that occurs to your 
Lordship to mention to ns? — Yes. I have three 
other observations to make. One is, that, if this 
measure is to be carried out, the Imperial Government 
should give their moral support, and, to a certain 
extent, their material support ; but there is another 
condition which I think ought to be secured, and upon 
which I hope the Committee may think it desirable to 
express an opinion, that the utmost steadiness should 
be pursued in the management of Indian finances. 
When you are making a great change of this sort in the 


4 Nov. 1698. 


that there should be no increased expenditure — that the Rt. Hon . Em 
Indian Government should not authorise an increase °f Northbrook 
of expenditure of any kind in the coming year — that G.C.S.I. 

they should resist the applications of the Military 
Department, and postpone everything for another 
year, until this matter is settled; and in the same 
way with the other departments of the Government. 

I know well enough the pressure there is, when 
there is a surplus, for increase of expenditure of all 
kinds ; but, if the Government deliberately say that, 
in the face of this affair, they will not increase 
expenditure — I do not mean to push it to a pedantic 
extent, but to any considerable amount — I think they 
would be doing a wise thing, and doing what is 
the most important, and almost the essential, thing 
in order to carry this great change satisfactorily 
into effect. I attach the greatest weight to this. In 
the same way, at home, I would take care to increase 
none of the gold liabilities. I would not for the time 
enter into any arrangements which would increase the 
gold liabilities of India in this country. I would say, 
this is a moment in which we must be steady in our 
finances, and get command of the situation. The only 
other observation E desire to make is in relation .to 
the effect of this change, if it is carried out, upon the 
policy of having an international arrangement as to 
' the opening of the mints of the United States and 
France to the coinage of silver at a certain ratio ivith 
gold. I have seen it stated that there is some prospect 
that France and the United States might consent to 
opening their mints to silver, at a ratio of 1 to 22, 
instead of 1 to 154, which was an impracticable 
proposal. If that were carried out, the ratio of 1 to 22 
would be the same as the 16c?. ratio for the rupee. If I 
were asked what effect the proposals which I have made 
for the introduction of a gold standard and currency 
into India would have upon that, I should say, in the 
first place, that it need not interfere with such an 
arrangement. We should be exactly in the same 
position in India as France is now in. We should 
have a gold standard with a gold currency, and a 
silver token currency circulating alongside of gold. 

There would be no difference between India and 
France with respect to opening the mints to silver, 
if it should be desirable to do so. And, moreover, 
if it is a question whether there would be more 
probability of carrying out such an international 
arrangement through India having done this, instead 
of opening her mints now to silver, as some propose, 

I say India would be in a stronger position than 
if she opened her mints to silver. If she opened 
her mints to silver to-day, she would have nothing 
to offer. I have no knowledge that such an inter- 
national arrangement is at all likely to take place. 

If my opinion were asked, I should say it is improbable ; 
but I think it is desirable to show that the change of 
standard would not interfere with an international 
bi-metallic arrangement, because a very powerful 
interest in this country, and a great number of very 
able men, including several members of the present 
Government, are bi-metallists, and I want to show 


currency of a nation, you ought to have command of that, from their point of view, no obstacle is put in 
♦.ho situation, and. a 3 the Government in this good the way of carrying out their views, supposing they 

should turn out to be sound, by the alteration or the 


the situation, and, a3 the Government in 
year are likely to have 3 erores surplus— perhaps 
more — I think it is almost essential to the success of 
this operation that they should not spend that surplus, 
but that they should hold it in hand to use either by, 
if necessary, buying gold, or in any other manner. I 
think it is so important a thing that, if I were Secretary 
for India, I should recommend the Council to issue 
instructions to the Government of India that the 
Budget of the coming year should be a temporary 
Budget. A new Viceroy is going out, and a new 
Finance Minister, and this great measure is to be 
carried out. I think the Government should be told 
not to remit taxes. Although I should like to see 
the salt tax reduced, yet I would not make any 
reduction at this time, because the people are fairly 
prosperous, the terrible calamities of famine and war 
have passed, and the calamity of plague is, I hope, 
passing away. But, above all things, I should insist 

i Y 3514. 


Indian standard. 

8450. Now, have you any observations to offer us 
on the working of the Indian Currency Department ? 

I do not know whether the Committee would like 

to hear what I have to say about this, but I have 
seen some evidence by Lord Rothschild and others 
as to the management of the cash balances in India, 
and I observe that the idea is put forward that there 
should he a great bank in India like the Bank of 
England, which would manage the currency, and 
have the full use of the Government balances. I 
should like to say something upon this subject. It is 
a difficult question, and I want to point out to the 
Committee that it was very fully considered about the 
year 1861, when I happened to he Under Secretary, 
and Lord Halifax (then Sir Charles Wood) was 
Secretary of State for India. The whole history will 

B 
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Jit. Hon. Karl he found in papers laid before Parliament at that “ up ; for, liad we insisted on withdrawing them 

of Northbrook , time.* Sir Charles Wood had a strong opinion that “ more suddenly, we should have done so in the face 

G.C.S.J. t p e notc - ssao s ] 10U l(i be entirely separate from the c *' of a warning that, we should produce a commercial 

4 Nov~7s()S hanks, and that it should be managed by a Government crisis, and, therefore, for a time, the Government 

" Department. After a very long argument (because i£ balances at Bombay were, useless for the purposes 

Mr. Laing, who was then Finance Minister in India, “ of the Government.” The upshot of it all was that 
took the other view) the present system was estab- an alteration was made, and at our recommendation 
lished, and I should he exceedingly doubtful as to the the Government now hold about "1 erores in the 
policy of altering the present system, after it had been reserve Treasury. They are not hound now to keep 
so fully considered by so great an authority in all the whole of their balances in Iho banks, and they 
currency matters as Sir Charles Wood was. Now, as keep 2 erores actually in their own hands, which 
to the arrangements with the different banks, as the they can use on an emergency. 1 do not think it is 
Committee know, the Bank of Bengal, the Bank of safe for the Government of India not to have the 
Bombay, and the Bank of Madras are, to a certain absolute command of 2 erores of rupees, 
extent, Government departments. The Government 8451. At each bank do you mean? — No, 2 erores 
have a strong hold upon them. They had at one altogether. I do not think it is at all an unreasonable 
time, at any rate, representatives on the manage- amount, and it is not safe t.o have less. The Govern- 
ment of the banks. The Bank of Bengal, which I ment of India are in quite a different position to 
had mainly to do with, was managed exceedingly well, the Government of England. The Government of 
and we had every confidence in its transactions. But, India, if they want money, could not get it in India 
at the same time, I do not think that these banks, in to any considerable extent, and, if they tried to get it 
their present condition, have the capital or the strength and failed, it would bring them into great discredit, 
which would enable the Government to treat them in Therefore, I do not think the Government should 
the same way as the Bank of England is treated in be bound to keep the whole of their balances in the 
this country. The Bank of Eugland is the product banks. It is not, in my opinion, the business of the 
of a great number of years, and it has the absolute Government of India to finance Indian trade ; it is 
confidence of the Government and the public. * There the business of commerce to finance Indian trade, 
is no reasonable probability of establishing a bank, in At the same time I do not see why the Government 
my opinion, that could occupy the same position in of India should not to any reasonable oxtenfc assist 
India. As regards mixing up the currency with the trade by allowing the use of their balances by the 
banking business, it must be remembered that, Presidency banks with proper precautions ; but I 
although commercial crises in this country have been want to point out that it is not safe to put the whole 
met by allowing the issue of notes by the Bank of of the balances in the hands of the banks, judging 
England beyond the statutory limit, that would not do by the experience that I myself have had. Then, as 
for India. In a crisis in India you want rupees, you regards the recent stringency of the money markets 
want the actual money for payments up country. I iu India — I think that the recent stringency must to 
can give the Committee an instance of what happened some extent, at any rate, have been caused by the 
to me in connexion, with this particular subject. In closing of tlie mints — possibly not to the full extent 
the year 1874 there was a famine in Bengal, and in which some people think, hut, at the same time, to 
order to feed the people we had to buy rice in Burma some extent. The grounds on which I come to that 
and send it to Bengal. In order to get the rice we conclusion are these. Suppose anyone wanted rupees 
had to pay hard coin, rupees, for it. The banks then to finance the rice or jute crop in India, he could 
had the full use of the Government balances, and the not buy silver in the market on credit and take it 
Bank of Bombay had at that time more than a million to the mints and get rupees, because of the closing of 
tens of rupees — a million and a half I believe — of the the mints. It is said, Why could they not send gold 
Government balances. In order to pay for the from England, with which they could get at a certain 
rice, we wanted some of this money. When we rate rupees in India from the Government treasuries ? 
asked the Bank for it, we had the greatest difficulty I think the answer is simple ; they might lose money 
in getting it. The Government of Bombay objected, if they did so, because they could not tell whether 
and it was only after considerable correspondence the exchange would keep up, and they would not 
and by insisting upon getting our money that we got know that they might not lose money when they 
at last about half a million of the million and a half came to send their money back again. Therefore, 
that they had of our balances. It was so serious a I think, the closure of the mints has had some- 
condition of things for the Government of India thing to do with the stringency. Well, I think the 
not to be able to get their money when they wanted Government are bound, to the best of tlieir ability, 
it, that we addressed the Secretary of State on the so far as it is safe to the Indian finances, to 
subject, and the correspondence is given in the take care that this does not occur again. I think 
evidence published in the first Report of a Commission that in this transition time (I do not say you should 
now sitting on Indian expenditure, at Question 2805. do it in ordinary times) when there has been a 
We said : — “ We have been much impressed with the tightness, in iny opinion partly caused by the closing 
“ consideration that the effect of the existing agree- of the mints, the Government should meet it in some 
“ ments with the banks, which compels us to place way or other. It is a had thing even for the 
“ all the cash balances belonging to Government in commerce of the country, because it is a charge on 
“ their hands, leads to consequences which maybe the export trade. 1 hope, when the gold standard and 
“ very inconvenient, if not worse, both to Government the gold currency work effectively, you will get rid of 
“ and to trade. The only use of these balances to the difficulty, but in the interim I should like to see 
“ Government is that they may be made available some plan carried out to meet it. I will suggest no 
“ the moment the public service requires them. We particular plan, because that is a matter which must 

“ have had no difficulty in regard to the balances in be left to the Government to decide. I do not think 

“ the hands of the Banks of Bengal and Madras ; I have any other observation to make upon that. 

“ the Bank of Bombay, however, protested against I could say more about this banking question, but it 
“ meeting drafts upon it, and, on the urgent repre- is a matter of detail, and it hardly really comes within 
“ sent at ions of the Governor of Bombay, we were the limits of the questions referred to tins Committee* 

“ obliged on the 29th January, to allow a month’s 8452. Do you think gold would flow out of India? 
u f-i me before drawing. The Bank of Bombay, — I do not see any reason to suppose that gold would 
“ accustomed to high Government balances and flow out of India ; of course, it must flow in and flow 

“ relying on the maintenance of these balances, had out. When there is a gold standard, if the exports 

“ so employed them that they were practically locked fail, as they did in the time of the famine and the 

— — — • plague, gold will go out of India, it cannot be 

* See Commons* Paper, No. 109 : of 1864. East India helped; but in ordinary years I do not see any 
Paper Currency, &c.). reason why it should. All the statistics show that 
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India ter a long series oi years lias been a large 
importer of bullion, and that will continue, I think. 

8453. I should have put it “ an abnormal how ” ? — I 
see no reason to anticipate it. 

8454. (Sir D. Barbour .) You mentioned what 
the probable cost would be to the Government of 
India if the mints were opened to silver; you put it 
that 10 or 12 crores would have to be found. But if 
there is a surplus at the exchange of l,y. 4 d. of, say, 
4 crores for the sake of argument, that surplus would 
be available to meet a portion of the total cost ? — -No, 
that would be a surplus for one year, and you must 
look at the future. 

8455. I am assuming that it is a permanent surplus ? 
— I do not think anybody who knows anything 
about the finances of India can rely on a permanent 
surplus. 

8456. That depends on circumstances ; but, if in 
the present year the Is. 4 d. rate of exchange gave 
you a surplus of 4 crores, and that surplus were a 
permanent one, -it would be available to meet a portion 
of the extra cost? — Yes, that is a mere matter of 
arithmetic ; but if you ask me whether it is desirable 
that it should be so used, I have an answer to give. 
Undoubtedly, as a fact, if there should be a surplus, it 
would be available. 

8457. If it were decided to take some further steps 
at once to establish the gold standard, it would be 
necessary, would it not, to decide, once for all, on the 
ratio between the silver rupee and gold — to decide 
finally ? — In establishing the gold standard, it would 
be necessary to decide on the ratio. When you ask 
me whether it is necessary to decide finally, I think 
my answer again is, Yes, it should be decided finally. 

8458. You know that the rate of exchange at 
present is about Lv. id. ? — Yes. 

8459. I suppose you would admit that, if there 
was considerable borrowing by India at any particular 
time, that would help to keep up the rate of exchange 
so long as the borrowing lasted ? — Certainly ; it would 
reduce the amount of Council bills that would have to 
be drawn. 

8460. Also if there was an unusually good export 
trade from India, that would help to keep up the rate 
of exchange ? — Certainly. 

8461. I daresay you are aware that there is 
considerable borrowing this year ? — I did not 
know it. 

8462. You may take it from me that there is 
considerable borrowing, according to the figures that 
have been put before the Committee. You have also 
stated that this is a good export year ? — I believe so. 
Certainly a great quantity of wheat has been exported. 

8463. Those two causes, either to a greater or less 
extent, are keeping up the exchange at the present 
time ? — I should think, certainly, it must have a great 
effect upon it. 

8464. Therefore, it may be that, if conditions were 
normal, the exchange would not be Is. 4 d. ? — Yes. 
That is to say, it might be that, under other 
conditions — I do not say if the conditions were 
normal, but under unfavourable conditions — the 
exchange might go down. I admit that. 

8465. If you fixed Is. id. now, and under the 
conditions that prevailed during the next 5 or 
10 years there was a tendency for exchange to fall, 
you might have considerable difficulty in making that 
rate effective ? — Yes, that is the greatest difficulty in 
the whole matter — whether you can keep up the 
exchange to Is. 4 <L or not. It is a difficult point, I 
admit. My feeling is that it is quite possible that, 
as in any great change of this sort, you may meet with 
some difficulties before it is carried through; but, at 
the same time, I think that, as the Government of 
India have closed the mints, they have command 'of the 
situation, and they cannot help, in the end, establishing 
the Is. id. rate. 

8466. I suppose you are not prepared to say 
positively whether or not those difficulties would be 
experienced, or how great they would be? — We must 
be prepared for difficulties, and that is one reason why 


I consider that we ought to have a considerable surplus 
in hand; but I do not see how the Government of 
India can be defeated if they steadily stick to their 
plan, because they have the command at the other 
end of the stick, as you may say — they have the 
command of the coinage of silver, and any supplement 
to the coinage would come automatically through gold. 

8467. You made a suggestion that some of the 
higher notes that are issued already might be payable 
in gold ? — Yes. 

8468. These notes have been issued in this wav : 
A man paid 10,000 rupees in silver into the Currency 
Department, and got a note for 10,000 rupees. If he 
presented that note for conversion now, he would get 
out the 10,000 rupees?— Yes, he has a right to get 
rupees for it. 

8469. Y'ou propose to give him gold if he asks for 
it ? — I must beg the Committee to think that that is 
merely a suggestion thrown out by me. I do not 
attach any final importance to it, providing some 
other way is found which may be better to convert, to 
a certain extent, rupees in large amounts into gold. 

8470. When that note had been cashed for gold, 
there would then be 10,000 rupees available for any 
purpose in tlie Currency Department ? — Yes. 

8471- Would you propose to keen them? — Yes, I 
should not let them out. 

8472. To that extent you would contract the 
currency ? — Yes. I do not mind contracting the 
currency, provided you have an automatic system. I 
have a strong objection to contracting any currency 
when there is no automatic system for meeting the 
demand; but I do not mind if we have a gold 
standard with a gold currency, because the difficulty 
could be met by the coinage of gold. 

8473. And I suppose you would agree that, us a 
matter of theory, it is quite sound and quite safe to 
say that, if you continue contracting the rupee 
currency, you must raise the value of the rupee in 
gold? — Well, I hope tlie value of the rupee will 
remain quite steady. I do not want to raise the value 
of the rupee. 

8474. But you would wish to prevent it from falling 
below Is. id. ? — Yes. Whether there may not bo 
variations before you arrive at it, I would not say ; but 
you would do it in the end. 

8475. I asked you that question because it has been 
said that it is impossible for India to have a gold 
standard or a gold currency, on account of the magnitude 
of the foreign payments she has to make ? — The whole 
tendency of my evidence is that, having considered 
it, I bedieve it to be both possible and practicable. 

8476. I understand you to contemplate that the 
legal tender of silver rupees should be limited at 
some future period? — Yes, but I should be sorry 
to say when. 

8477. Is there any very great necessity for making 
a change of that sort quickly ? — I do not see any 
necessity. 

8478. What harm would arise from the silver rupees 
continuing to be full legal tender ? — I do not see that 
any great harm would arise. But I do not think that 
the French system of currency is as good as the 
English system, and I should prefer to see, as far 
as possible, the Indian system assimilated to the 
English system. That would involve some limitation 
of the amount for which the rupee is to be legal tender ; 
but I do not think that this is at all an urgent matter. 

8479. Now you were asked whether, silver 
rupees were not convertible into gold, there might be 
a divergence in the value of the silver rupee and the 
sovereign ? — Yes. 

. 8480. I think you are opposed to the Government 
undertaking to convert rupees into gold to an unlimited 
extent ? — 1 do not think they could. That ia tho 
objection I make to Mr. Lindsay’s plan. I think that 
is a liability which the Government would decline to 
undertake. 

8481. A man who holds silver coin in this country 
is hot entitled to go and demand gold ?— * Certainly not. 
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8483. But I merely wish to bring out the fact that 
the value is maintained, although there is no legal 
convertibility ? — Yes. 

8484. It is possible under certain conditions to 
maintain the full value, though there is not legal 
convertibility? — I should like to say something more 
upon that question of the possibility that there may 
be a difference in value between the token coin and 
the sovereign. I do not see that there is any likelihood 
of the silver token coinage being of greater value 
than the .sovereign, for the sovereign would be 
exchangeable for 15 rupees at the Government 
treasuries. If it should he so, that might be a danger 
to India, because it would have a tendency to lower 
prices ; hut I do not see any danger of that, because, 
the Government having the command of the coinage 
cf silver, if they saw any demand for rupees, they 
could coin more. I do not see that the danger can 
arise. 

8485. The shilling is kept at -/ n tli of the £ because 
the coinage is limited. If you coined shillings to an 
unlimited extent and issued them, you would probably 
find that they depreciated ? — I am not certain what 
would happen then. 

8486. There would certainly be some change? — I 
cannot conceive the English Government doing that. 
I suppose that, if they did so foolish a thing as that, 
the shilling would depreciate, perhaps, to sixpence. 
You might have to give two shillings instead of one. 

8487. If they issued silver coins to an unlimited 
extent, those silver coins would accumulate in the 
banks or in the hands of certain persons, and, in order 
to get rid of them, they would have to offer them at a 
lower rate ; that is, the silver coins would depreciate ? 
— I suppose so. 

8488. So that what keeps the silver shilling at its 
full value — ^jth of a sovereign — is the limitation of 
the coinage ? — Yes. 

8489. (Mr. Holland.) I think you said that the 
closure of the mints was, in your opinion, justifiable, 
and had not been accompanied by any serious inter- 
ference with private interests? — Yes. Bear in mind 
that I use the word “ serious. 55 

8490. Y r ou are aware that we have had it in 
evidence before this Committee, that the great 
stringency in the money market, that has occurred in 
consequence of the CAOsing of the mints, has been 
a most serious hindrance to some branches of trade ? — 

I admit that the stringency was partly caused by the 
action of the Government in closing the mints — not 
altogether, for it was partly caused Tby a quantity of 
rupees having to be sent up country for the war and 
famine. At the same time, if you look at the diagram 
which has been placed before the Committee, the rise 
in the rate of discount was not very abnormal. There 
have been equally high rises in several years before this 
happened. ^ It seems to be rather a chronic thing in the 
money market in the Presidency towns. I cannot explain 
it ; I do not know enough about the business of banks 
to he able to say why it should be so. I suppose 
some people make money out of it, but for the country 
it is a bad thing. J do not consider that it was a 
very serious matter, but I admit that the stringency 
was partially caused by the closing of the mints, and 
I hope that a remedy can be found for it. 

8491. Am I right in understanding that you are in 
favour of immediate action being taken, or would you 
rather wait ? — If I had the power of settling this 
question, I should not hesitate at once to make the 
sovereign legal tender in India, and to open the mints 
for the coinage of gold. I do not suppose the 
Government can do that, but if I could do it, I would 
go at once that far, and no further. 

8492. If the Chairman thinks it a proper question, 

I should like to ask you whether your views would 


undergo any change with regard to the question of 
re-opening the Indian mints, provided the mints of 
the United States and France were themselves 
re-opened ; would that modify your opposition to the 
re-opening of the Indian mints? — No. Suppose you 
had an international bi-metallic arrangement with the 
United States and France to open their mints to silver 
at 22 to I, I think it would become a practical question 
for the Government of India to consider whether they 
might not re-open their mints, but I would not re-open 
the Indian mints now with a view of coming to tlint 
arrangement, because I think it would do more harm 
than good. 

8493. ( Sir A. Dent.) You were discussing with 
Sir David Barbour just now about these large notes 
that might lie converted into gold. Do you say that 
there is any evidence that large notes do exist in the 
hands of the public ? — Yes, I think so. 

8494. I do not think they are held by the Eastern 
banks, at any rate ? — If you would like to see tlm 
detail of it, it will be found in the last Report of the 
Paper Currency Department. I looked through that 
Report, and I found that there was a very considerable 
amount of large notes in the hands of the public — 1 
mean, of notes of 500 rupees and over. Of the bigger 
notes, a certain portion are held in the Government 
Treasuries. Still, there is a considerable balance, 
because the liability I made out would be about six 
million pounds sterling ; that would mean about 9 or 
10 crcres of these notes out. 

8495. Would you suppose these notes are held by 
the hankers or the native princes ? — I should doubt 
whether the native princes hold our currency notes ; 
I should think they are mostly in the hands of 
bankers in India, hut I do not know. 

8496. I do not think that any of the Eastern banks 
hold any number of them ? — I do not know, I cannot 
say of my own knowledge. 

8497. Then, you say, you are opposed to export 
duties, and you say it would be suicidal to tax tea ? — 

I die! not mean suicidal particularly with regard to tea. 
“Suicidal 51 was rather a strong term perhaps, hut 
the export duties would certainly check the increase 
of the export trade, and, therefore, it would be against 
the interests of India to impose export duties. 

8498. But, looking at it for a moment from the tea 
planter’s point of view — the tea planter maintains that 
he is enormously taxed already in the exchange, and 
be would sooner have an export duty on tea than a 
high rate of exchange. I was trying to find an 
answer to the complaint of the Indian and Ceylon 
tea planter — perhaps your Lordship can help me ? — 

I have read the evidence as to tea with great interest. 

I take a very great interest in the extension of the tea 
trade in India. I have been up in Assam and seen 
the gardens there ; it is one of the most valuable 
additions we have had to the exports of India. The 
way in which the Indian and Ceylon tea has knocked 
out China tea in various markets is really wonderful. 
But on reading the evidence through, I cannot say 
that I think the complaints of the tea planters were 
justified, except to some small extent which I will 
explain directly. I do not see that the people who 
invested their money in tea had any right to reckon 
upon a profit from the continuous fall of exchange. 
They invested their money when exchange was at a 
certain rate, and, I suppose, they would expect to make 
a profit in the ordinary way ; but I do not think they 
had any right to reckon upon a continuous fall of 
exchange. Nearly all the money invested by the tea 
planters must have been invested when the rate of 
exchange was as high as, or higher than, it now is. It is 
now about Is. 4 d. The average rate of exchange for the 
four or five years before 1893, when the mints were 
closed, was a little above that — about is. 4£ d. y I think. 
For a year perhaps before the mints were closed, 
exchange went down lower. But I do not think 
that any man of business would have invested money 
during that time, expecting that the rates would 
remain low. I do not see how he would have been 
justified in doing so, because Sir David Barbour, in 
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introducing the Budget of 1801, gave a distinct 
warning that in all probability the mints would be 
closed. Therefore, people investing money in tea 
speculations in India at that time should have known 
what to expect. So that I do not think that, as 
regards that, the tea-planting interest have any fair 
ground of complaint. I am very sorry that they will 
not have the advantage of the further fall of exchange, 
hut that would be an additional proiit which they 
had no right to expect. I should be glad if they could 
have it, but I do not see what right they have to com- 
plain and to demand that wc should do what is very 
injurious, in my opinion, to the whole of the interests 
of India, in order to give them a profit upon which 
they had no right to count. That is on the general 
argument of the tea planters. As regards the par- 
ticular argument that they are put into unfair com- 
petition with China, I admit theoretically at once that, 
if we stop the fall in the gold price of silver in India, 
it would be a disadvantage to the Indian trade in a 
particular article as compared with the trade in a 
silver standard country in the same article, but I 
must add a great qualification to that ; I must add 
“ other things being equal.” Ollier thiugs, as far as 
I can make out, are not equal in China. It appears 
there is an export duty on tea in China, and it also 
appears from the latest information before the Com- 
mittee that the prices in the coin of the country— the 
“ copper cash,” as they call it— have gone up ; so 
that, although they might be put to some disadvantage, 
— I do not say that there is not some disadvantage — 
still, it is not anything like so great as if things had 
been equal between India and China. That is the 
way in which I look at it. And, moreover, I do 
not think myself that the tea planters need be afraid 
of China competition. There must be exactly the 
same difficulty about the investment of capital in 
China as there has been in India. People would be 
afraid of sending capital to a country when they are 
not sure at what rate of exchange they will get it 
back again. Besides, you have in China four 
countries, all gold standard countries — France, Eng- 
land, Germany, and Russia— apparently doing what 
they can to get as much out of China as possible. 
When they establish a system of currency, they are 
just as likely, I think, to take gold as silver for the 
standard. If I had tea gardens, I do not think that 
I should be afraid of Chinese competition ; but I am 
not really interested in tea, and this I give only as 
an opinion. 

8409. The duty which the Chinese Government 
impose, taels,' might be removed, in order to 
improve the industry in China? — Certainly. 

8500. And that would hit Ceylon again ?— Of 
course it would. I am speaking of the present con- 
dition of things. Pray understand, I have every 
sympathy with the tea trade, but I am inclined to 
think, judging from the evidence, that it has been a 
little overdone. 

8501. It is a very important industry, no doubt, 
and the Government should assist it in every way 
possible ? — Certainly, I entirely agree. 

8502. {Mr. Camjjbell.) We have heard a good 
deal about large sterling borrowing in order to 
establish a gold currency. You do not propose 
borrowing ? — I should make the change, if I could, 
without borrowing. I do not like increasing the gold 
liabilities. 

8503. You would rely on trade influences and upon 

the internal supply of gold? -I should hope that 
that would, at any rate to a very great extent, meet 
the difficulty. Of course, I can not be positive about 
it— it is uncertain. £ . _ . _ .. ... 

8504. As regards the stock of gold in India, winch 
is no doubt, very large, you are, of course, aware that 
the market price of that gold is higher than the 
Government ratio of 15 rupees to the sovereign?— 
Yes 

8*505. Do you think it likely that the natives would 
send that gold in at the rate of 15 rupees to the 
sovereign when the market value is, perhaps, 15£ ?— 


I think, if exchange goes up, there will not be that lit. Hon. Earl 
difficulty. of Northbrook, 

8506. But exchange cannot go beyond Is. 4 d.? — G.C.SJ. 

It may go to Is. 1 think; it can go up to 

the extent of the cost of insurance and freight. 4 ° 7 ' 18f8, 

8507. But I think the natives have bought their ~ 
gold at a higher price than even that would represent ? 

— I did not know that. 

8508. As regards the external supply, the gold that 
would come from England, that would depend upon 
trade influences ? — Yes, for the sake of getting rupees 
to carry on the trade. 

8509. But the ratio there is a very important part 
of the question, is it not ? — Very. 

8510. If the 1.9, id. ratio tended to restrict the 
balance of trade, so that India could not command gold 
at that ratio, the idea of establishing a gold standard 
would fail ? — It might fail in respect of the gold 
currency ; you might have a difficulty in getting the 
gold currency, but I do not see why a gold standard 
should fail. 

8511. Of course, to make the Government scheme 
successful, they must uot only sell their Council bills 
at Is. 4 d., hut they must command a balance of trade 
sufficient to supply India with curreucy as well? — 

Yes, there must be a considerable balance besides the 
Government remittances, because there are the private 
remittances. I think they are calculated at about 
3, 000,000/. In a good year — this year for instance — 
when the balance of exports will probably exceed all 
llie remittances, if I were managing the finances here, 

I should increase the drafts upon India in order to 
get more gold. 

8512. In the last five years, we have seen that the 
exchange has gone very much below Is. id. ? — Yes, 

Last year we had famine and plague, and a diminution 
of exports, and everything against exchange that could 
possibly be conceived. I hope that, after so long a 
famine as this last one, we may rely fairly confidently 
upon a series of good years. It is very rare that so 
extensive a famine as that is repeated within a short 
time. We have had a bad famine after a small famine. 

For instance, there was a famine in 1873-4, and 
afterwards there was the big famine of 1877-8 ; hut 
the famine in 1873-4 was only over a very limited 
area. We can only hope that we shall not soon 
have a recurrence of such calamities as we have had 
this last year or two. 

8513. This year has undoubtedly been favourable 
to the proposals of the Government of India ? — Very 
favourable. 

8514. And that condition may not last ? — Certainly. 

I think the tendency of your questions is, that we 
cannot be positive that the Is. id. rate can be kept 
up. I quite agree with you. I hope it may, and 
I think there is a reasonable probability of its being 
kept up. At the same time, if it is not kept up, we 
must fight it out as best we can. There are ways of 
fighting it out that it is hardly necessary to go into, 
hut, in any event, I should not alter the rate. Having 
the command, as I said before, of the other end of the 
stick, having the command of the coinage of rupees, 

I think with coolness and deliberation the rate can be 
maintained. 

8515. You would take artificial means, then, to 
maintain it ? — Yes ; because, having got a gold 
standard, and there being free coinage of gold at the 
mints, you cannot have scarcity of currency but the 
thing I am afraid of now is that, as there is no free 
coinage, there is no automatic adjustment of the 
currency of the country. 

8516. You would rather fight it out by artificial 
means than, say, put the rate down to Is. Sd. ? — I 
think a good financier ought to be able to get over the 
difficulty. 

8517. Of course, it is on trade influences that you 
must ultimately depend ? — Yes. It all depends on 
the proportion between exports and imports of India. 

I do not want to discourage the imports, but every- 
thing that can be done to encourage exports ought 
to be done as soon as possible. 
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851 8. You would not recommend waiting to see 
tlie result of the coming busy season ? — I do not 
suppose that the question can be settled before the next 
busy season. This Committee has to conclude its 
labours and to make its report, and then Parliament 
may have to be consulted ; and although I should like 
to see it done at once, I do not see how this can be. 

8519. As regards cashing these large notes, you 
say that that would be done from gold that had been 
received into the Treasury ? — I think I may put it in 
this way. Whatever the liability may be, 0,000,000/. 
sterling or something of that sort, I would make 
arrangements with the Imperial Government — 
supposing the plan I have suggested were carried out 
— to be able to draw upon them to that amount. I 
do not think we should want to hold it, but there 
should be a guarantee that it would be there in 
readiness. I do not suppose it would signify whether 
the notes were paid by bills in London or by gold over 
the counter. 

8520. It would involve sterling borrowing to that 
extent ? — Yes. 

8521. Have you considered that these large notes 
might be cashed in order to find gold for export ? — 
As I said before, I think it is very likely that a cleverer 
way might be found of doing it than that which I have 
suggested. I am not at all wedded to this particular 
plan. What I felt was that, if I was to be examined 
upon this question, I should be of no use to tbe 
Committee unless I had taken these questions, and 
found some practical way of dealing with each of 
them ; so I went through each, and whatever suggested 
itself to me as possible, I have mentioned. I do not 
pledge myself to details. For instance, if I was asked 
whether we should have subsidiary gold coins to the 
sovereign, my answer would be that I should, as soon 
as it appeared that there was a want of small coins in 
circulation. 

8522. ( Chairman .) After all, that would be a 
question for the Government of India ? — As I have 
said, these are questions on which E do not venture to 
offer any dogmatic opinion at all, or make any 
suggestion, except to show that I have looked into the 
matter as well as I could, to see how it could be 
worked through. 

8523. (Mr. Hambro .) It was put to you by Sir 
David Barbour, that, if we had an unlimited coinage 
of shillings, we might depreciate the value of the 
shillings in relation to the sovereign ; but I under- 
stand that you would allow silver to be unlimited 
tender ? — Y es, hut not unlimited in quantity — 
unlimited as legal tender. 

8524. Therefore, it never could go to a discount ? — 
No, the conditions of the two coins are entirely 
different. So long as the rupee is an unlimited tender, 
the conditions of the two subsidiary coins are so 
different that it is difficult to compare them. 

(Sir David Barbour . ) If they w T ere so largely 
coined as to drive out all the gold, they would go to a 
discount. 

8525. (Mr. Hambro.) I think you may say that 
the o-frane piece is practically unlimited tender in 
France, but I have never known the 5-franc piece 
in France to be at a discount as regards paying 
debts? — It could not be, because it is legal tender. 
The condition used to be that, if you wanted a few 
napoleons to* put into your pocket for travelling, you 
had "to pay a little agio. I am talking of 40 years 
ago, before the change of standard, when there was 
a double standard in France ; you had to pay so 
many sous on each napoleon. 

8526. As a matter of fact, the National Bank of 
France will always supply local traders with gold 
against notes, though they might charge a premium 
for a large amount of gold for export ? — They have 
the command of the situation, in the same way that I 
think we shall have the command of the situation in 
India. We must not be bound to give gold for rupees. 

8527. But do you not think that the fact that the 
flank of France, with its great power, has always 
been able to grant any facilities required, and at the 


same time to charge an agio to anybody who wanted 
gold for export, is a protection to the currency that 
could hardly be performed by Government ? — I agree. 
The Government would not be clever enough to do 
that. 

8528. And do you not think that the strength and 
the large amount of capital of the Bank of France 
are among the reasons why , the dual method of 
paying in silver or gold has been able to be carried on 
in France so easily? — I should not like to express an 
opinion about French finance, because I do not know' 
enough about it to be able to express an opinion 
which would be worth having. 

8529. Sir David Barbour’s point was that the one 
coin would depreciate as compared with the other, but 
it would not depreciate for external purposes ? — I 
think there is this element of uncertainty at tlxc 
present time. No one can say whether there is 
scarcity or redundancy of rupees. The Government 
think there is redundancy. People who know the 
Indian trade very well have come here and said that 
there is rather scarcity than redundancy. I say that 
is an element of uncertainty in the calculation. If 
there is a large redundancy, you would have to buy 
up the rupees to reduce the redundancy. But I do 
not think you will have to do that; it "is impossible 
to tell. 

8530. I understand you would make gold an 
unlimited tender for a certain time? — I think that 
is essential. 

8531. And silver at the same time ? — Yes. 

8532. And what would you do with regard to 
notes ? — Just as is done now. 

8533. Would you allow them to continue to bo 
legal payment? — If you keep on your note circulation, 
you must allow it. Any system of note circulation 
that might he devised, and which might turn out to 
be the best, might he adopted; for instance, you 
might have notes of different colours, one colour of 
note for gold, and another colour of note for silver. 

8534. If you issued two sorts of notes, you might 
have a premium on one versus the other? — No doubt 
you might; but those are matters which must be 
thoroughly worked out. -At first I thought that notes 
ought in future to be only issued for gold, but I am not 
sure whether you might not go on issuing notes, if 
they are popular, for silver in the lower denominations. 

8535. I rather understood you to say that you did 
not think a bank, however strong, should be made 
the custodian of the currency of the country ? — Just 
so. 

8536. You think it should remain in the hands of 
the Government? — Yes, in the condition of India. 
Unless I heard something that would lead me to a 
different conclusion, I think that Sir Charles Wood’s 
method was right. 

8537. Is that because the Presidency banks are not 
strong enough ? — Partly. Partly also because there 
is no essential connexion between the note system of 
the country and commercial transactions. As I 
understand, at the Bank of England the note issue 
department is quite a separate business from the other. 

8538. It is absolutely separate at the Bank of 
England ? — Then I am right in that ; it is a separate 
business, and, on the whole, in India I think Sir 
Charles Wood was right in making fit not only a 
separate business but a separate department. But I 
do not say that my opinion is of any great value 
in that matter, because things may have changed very 
much in India in the last 25 years, since I was there ; 
therefore I would not express that opinion with any 
degree of positiveness. 

8539. (Sir C. CrostJiwaite.) You said that, if you 
had the power, you would take action at once by 
declaring the sovereign legal tender in India, and 
opening the mints to gold ? — Yes. 

8540. You would also, I understand, fix the ratio at 
Is. 4 d. ? — Yes. 

‘8541. Do you think there is any practical difference 
between the present position of the sovereign, which 
the • Government Treasury will receive at 15 rupees, 
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and that which it would obtain by being made full 
legal tender ? — Yes, I think there is a difference — a 
distinct and an essential difference — because, unless 
you make the gold legal tender and you open the 
mints, you have no automatic system of currency. That 
is the reason I think it is essential to open the mints 
to the coinage of gold, and the sooner it is done the 
hotter. 

8542. But anyone now may bring sovereigns to the 
Treasury and get rupees for them. Is not that the 
same thing as a practical result? — I do not think 
it is, I do not think it is the same, unless by law a 
particular quantity of a particular metal is the standard 
of value and legal tender for everything. I think 
the arrangement now in force to give rupees for 
gold at the Government treasuries may bring in a 
certain quantity of gold, and 1 do not suggest that it 
should he given up, but there is an essential difference 
between the two things. 

8543. With regard to the difficulty you admitted 
there might be in keeping the rupee up to the Is. Ad. 
value, does not any objection made on this ground 
apply in principle, if not in degree, to any ratio 
that you might adopt, which was in excess of the 
intrinsic value of the rupee ? — I think so. As to the 
question of rate, I think it is for those who wish to 
have another rate to bring forward their arguments. 
The onus probandi is upon those who think a Is. 3 d. 
rate or a Is. Gd. rate is better than a Is. 4 d. rate. 

I should object to a higher rate than Is. 4 d., for 
it would disturb trade. I do not see why you are 
not as able to keep the rate at Is. Ad. as at Is. Zd. 

8544. (Mr. Le Marchant.) In alluding to the 
closing of the mints as not appearing to have interfered 
with private interests, were you looking chiefly at the 
evidence as to the effect on prices ? Is it your 
view that the evidence given before this Committee 
did not point to any material alteration ? — I tried 
to look at it all round. I beg to remind the Committee 
that I said any “ serious ” interference. I do not 
think you can make a change of that sort without 
some interference, but I think the interference 
in this case was probably as little as could have 
followed any important change of that kind. I looked 
to the interests of the payers of taxes in India and to 
the interests of trade and to the interests of the holders 
of silver, and all round to the different interests, and 
I cannot say that I think there has been any very 
serious interference with any interest by the closing 
of the mints. 

8545. With reference to the Minute of Sir Itichard 
Temple recommending the introduction of a gold 
standard, may I ask if any proposition was then 
made to limit the coinage of rupees ? — We did not 
get as far as that. Sir Richard Temple wrote this 
Memorandum ,* it is some time ago, but I see from a 
note on the papers that we considered it in Council 
when I was Governor-General, and I believe the 
practical objections were so great in the then state of 
the production of gold that it was not thought worth 
while to pursue the subject further. I brought 
forward that Minute to-day to show the Committee 
that in 1872 there was a man who was Finance 
Minister in India, and whose knowledge of India was 
as great as that of any man at that time, who did 
not suppose that there was any popular objection 
to a gold currency. It was meant to support my 
argument that a great many of the very highest 
authorities that could he found considered that 
a gold currency would be practicable and popular in 
India. That is the point that I wanted to ^ try and 
establish as far as I could before this Committee. I 
do not bind myself to everything in Sir Richard 
Temple’s Minute. He is a very able man and he put 
his own views forward. 

8546. I think you stated that, in your opinion, 
one essential condition was that the Government of 
India should pursue a perfectly steady financial 
policy; that sterling borrowing should be curtailed 
as far as possible, and a surplus secured and retained ? 
— I am very strongly of that opinion. 


8547. Is it in your recollection that Sir David 
Barbour, in introducing the measure of 1893, 
concluded his speech with a very similar recom- 
mendation ? — lam very glad to be reminded of that. 
I did not hear Sir David Barbour’s speech, because 
I was not in India then, but I have no doubt he 
will be of the same opinion as myself, having been 
so long the Financial Member of the Council of the 
Viceroy. 

8548. vSo that, in supporting that view, it will be 
continuing the policy then recommended and adopted ? 
— -Yes ; and I may say, although Sir David Barbour 
is present, that I know pretty well how he was hr ought 
to the conclusion he arrived at about closing the 
mints. As I understand the whole of his policy, he 
was not in favour of altering the standard flora silver 
to gold. He wanted to have, if he could, an 
international bimetallic arrangement. It was only 
upon the failure to obtain such an arrangement that 
he was forced to advise the closure of the mints to 
silver for the purpose of establishing a gold standard. 
I think it is a very strong axgument indeed, that 
the Government of India, while being by no means 
in favour of the gold standard, found themselves bound 
by circumstances to come to it, as the only possible 
solution of the difficulties they were in. 

8549. May the Committee take it, from your other 
remarks, that, if Government were able to obtain a sub- 
stantial surplus, you would not recommend the 
withdrawal of it from the uses of trade in the 
country — that there would he no connexion between 
the mode of employing that surplus and restriction of 
the currency available for circulation ? — The Govern- 
ment of India are hound to see that they have the 
command of a certain sum of money, without putting 
it in the power of the hanks to tie it up even for a 
limited time. I am speaking about those two crores 
which are kept in the reserve treasury. With regard 
to the rest of the balances beyond what is required 
to work the finance of India, I do not see why the 
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greater portion should not be in the hands of the 
Presidency banks. 

8550. So that it would be no interference with the 
general interests of trade in any way ? — Certainly ; I 
do not want to tie up this balance in a bag and sit 
upon it. I think that would be a foolish tiling to do. 

8551. (Sir F. Mowatt.) I was away when you 
were speaking about the land settlement, and you 
expressed the general opinion that it would be a very 
serious thing to interfere with that in any way. If 
you have not answered the question, let me ask you 
this: As I understand Mr. Ralli and one or two 
gentlemen who support him, what they proposed was 
this : that, as particular holdings fell in, it should be 
taken into consideration that the rupee had changed 
in value since. Not that there should be a general 
alteration in the settlement ; hut, as each settlement 
came up, the Government would be at liberty to urge 
that the rupee had become of a different value since 
the last settlement. Did you express any opinion as 
to that ? — I do not think I noticed that any suggestion 
of that sort had been made, but I do not see, at first 
sight, what difference it would make, if I were a ryot in 
the North-Western Provinces, and my land were being 
settled, what the gold price of the rupee might he. The 
gold price of the rupee does not regulate the price that I 
should get for my produce ; that is regulated by other 
causes altogether. It would be nothing to me that 
the gold price of the rupee had changed ; I should 
neither lose nor gain by it ; the settlement would 
be made on the prices of the place — the prices in 
the neighbouring markets — which, as I have tried to 
explain to the Committee from my knowledge of India, 
follow very slowly, if, indeed, they follow at all, the 
variations in the gold price of silver. It would be a 
monstrous thing to say that, because the gold price of 
silver has altered, this would be any justification for 
raising rent. The native would not understand it, and 
I think it would be very unfair to him. 

8552. Do you say that the Customs duties should 
he payable in gold ?— Yes, I see no objection to that. 
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Rt . Hon . Earl I would provide for a perfectly fair notice being given, 
of Northbrook , an q | should not extend it to small amounts. 

G.C.S.I. 8553, Are you aware at all wliat amounts are 
4 Nov.~l8i>8. received ? — I think it is now 3i crores. 

8554. I think you expressed the opinion that the 

stringency during the busy season results, to some 
extent, from the closing of the mints ? — Yes, I think 
so. 

8555. Formerly a merchant could buy silver, and 
could have it turned into rupees by sending the silver 
to the mint ? — Yes. 

855(3. Now he can send gold from England and 
claim rupees for it? — Yes. 

8557. But this he does not do, because he might 
lose more by the exchange than the interest he would 
get for his money in the meantime would amount to ? 
— Exactly. 

8558. But I do not understand you to say that the 
fluctuations of exchange are the direct result of closing 
the mints? — I meant, not the exchange, but the rate 
of discount. 

8559. The rate of discount ? — I say, in looking at 
the statistics before the Committee, you will find that 
in other years there has been very much the same 
fluctuation in the rate of discount. 

8560. Then I think it was put to you that paying 
the larger notes in gold had the effect of contracting the 
currency ? — It would have that effect, if you did it. 

8561. But when you get your notes paid in gold, 
the gold would pass into the currency instead of 
rupees ? — Yes. 

8562. You would not' at all contract the total 
currency ; you would contract the rupee currency 
and add to the gold currency? — No ; the gold would 
go, not into the currency, but into the hands of the 
person to whom you pay it. 

8563. But exactly as he would use his rupees, so 
he would use the sovereign ? — He would probably 
send it to England ; but, still, you are right ; it would 
be currency ; it would be gold instead of silver 
currency. 

8564. (Sir John Muir?) Before putting. one question 
to Lord Northbrook, I would just like to express my 
very high opinion of the manner in which his 
Lordship has given his evidence — most fairly and 
justly. What I mean is, we have had witnesses who 
have held extreme views on the one side or the other, 
but I think Lord Northbrook has endeavoured to hold 
the balance very fairly. You have referred to the 
periods of stringency in India besides the extreme 
stringency that we bad last season ? — Yes, in the 
money market in Calcutta. 

8565. I happen to have a very long connexion also 
with India — since 1849. Now I think the stringency 
of last year much exceeded, so far as my connexion 
with India has gone, anything that we ever had 
before. Are you aware that Parsees took Govern- 
ment paper to the banks m Bombay aud asked 
for advances, and the banks refused to make the 
advances, although the rate was 12 or 13 per cent. 
Then the merchants said : l< We must have the money 
“ or we shall be compelled to suspend. W"e will give 
“ you anything you like to ask up to 18 percent/' ?— 
There was a very considerable stringency in the 
Bombay Money Market one year when I was in India — 
in 1874. The rate of discount went up very high ; 
hut J. believe you are correct in saying that the last 
stringency lasted longer than on any previous occasion. 

I do not believe it went higher, but it lasted longer. 
I think the 18 percent, must be' a very exceptional 
case. I saw it stated, and I daresay it is correct. 

8566. I know it was 18 per cent., because my 
partner was a director of the Bank of Bombay, and he 
knows that 18 per cent, was offered by the Parsees 
and was refused, because the banks had not the 
money ? — It is very extraordinary, but, of course, that 
being so, it must have happened. 

8567. Now, you are, of course, aware from your 
long experience of India that the native growers of 
wheat and rice and seeds, &c., are the large proportion 
‘of the population of India ?*-Yes, there is a large 


preponderance of the native population, no doubt, who 
are producers of agricultural products. 

8568. In your opinion, is a low rate of exchange in 
favour of the people who are interested in the soil, the 
growers of wheat, seeds, <&c. ? — The fall in the gold 
price of silver, which aniouuts to the same tiling as 
the fall of exchange, has, I think, to some extent — 
I do not say to the whole extent, as some think — 
but to some extent been to the advantage of 
the cultivators in India. I do not think the main 
reason of the great increase in exports was the fall 
of exchange; I think the growth of exports was 
mainly due to other causes, such as the railroads and 
the Suez Canal, and the fall of freight, and so on, 
but I think the fall of exchange had some effect. It 
has been a partial cause, I admit, and, as far as rupee 
prices have risen, the cultivators of India have profited ; 
they would not get the whole, but they would get some 
of the profit. 

8569. I was very pleased indeed to find that you so 
strongly emphasised your opinion, that the increase of 
the exports of India and the reduction of her imports, 
so as to turn the balance of trade as much as possible 
in favour of India, should be the object of everyone 
desirous of advancing the interests of India?— I did 
not advocate a reduction of imports. 

8570. Some of us perhaps are a little more ad- 
vanced than your Lordship. I think myself that that 
is desirable in the interests of India. Now, we had 
our Chairman giving 10^. as the intrinsic value of 
silver in the rupee to-day. Is. 4 d. is the rate that 
the Government of India fix ; but that is a difference 
of 6d. in the rupee — an enormous difference. Now, 
a great many of the people of India have to compete 
with other countries, especially China. In China the 
rate of exchange is fixed pretty nearly on the. intrinsic 
value of the metal in the coin, whatever it may be, 
whether a tael, or a rupee, or a dollar — whatever it is ; 
it is about the intrinsic value of the silver that; is in 
the coin. After having made allowance for the 
export duty in China, and the little difference in the 
cash money, is not there an advantage to the grower 
of tea and coffee in China as compared with India ? — 
J should be very sorry to say exactly what his advan- 
tage is ; other things being equal, the disadvantage 
would be much against the Indian grower of tea — I 
do not suppose any coffee is grown in China — but how 
far it is balanced by the export duty on tea in China 
and the rise of prices in copper cash there, I should be 
sorry to say. It appears to me it is to a certain 
extent, possibly to a considerable extent, balanced by 
that. 

8571. Then we have referred to the growers of 
wheat, seeds, <fcc., and, of course, you know, the 
number of them are enormous in India ? — No doubt. 

8572. These are the men that operate on the soil — 
that produce the revenue — the income of India — and 
provide the material that is to be exported ? — Yes. 

8573. Then there i.s another large class, the mer- 
chants who buy the products. Do you not think that 
the interests of these two classes — the men who are 
interested in the soil of India and the merchants who 
buy the stuff that they produce — are of such im- 
portance that their views should have great weight in 
the consideration of this question ? — I think they 
ought to have weight. In respect to the actual case 
you put to me, the interests of the cultivators of the 
soil in India would not be affected. I do not know 
that any cultivator of the soil in India grows tea. 
English capitalists grow tlio tea and they employ 
labour from central Bengal. They pay their labour 
partly in kind. I do not think there is any class of 
native cultivators who grow tea. They grow wheat 
and grain of all sorts, and in Eastern Bengal they 
grow jute, but I do not think they are subject to the 
disadvantage, whatever it may be, of Chinese competi- 
tion. It affects only the tea trade; I do not think it 
affects India generally at all. 

8574. Perhaps your .Lordship is not aware of it, 
but, as a matter of fact, we have in Ceylon and also 
in Assam and in the Dooars a very small class of 
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natives who are growers of tea ? — I was not aware 
of that. 

8575. ( Sir David Barbour.) I should like to clear 
up one point. Mr. Harnbro asked you some questions 
with the object of showing that, if money was full 
legal tender, it could not go to a discount? — In its 
own country. 

8576. In its own country. Now, if the Govern- 
ment of this country were to issue notes very largely, 
which were inconvertible, and made them full legal 
tender, they might, nevertheless, go to a discount ? — 
With other countries. 

8577. They might go to a discount with gold? — 
I do not understand inconvertible notes going to 
a discount with gold. Inconvertible notes are 
inconvertible notes. 

8578. You might have an inconvertible note for 
5/., and you could not get five sovereigns for it. If 
there was an over-issue of the notes, they might go to 
a discount as compared with the standard gold coin ? 
— An inconvertible note means a certain quantity of 
paper having a nominal value. At the time of the 
French Revolution the assignats became so depreciated 
that finally they were worth little more than the paper 
they were printed on. Their value depends on the 
proportion between the amount in circulation and 
commodities. 

8579. If only a small amount of inconvertible notes 
were issued in this country, they would not go to a 


discount? — I do not know what the effect would be of 
attempting to issue inconvertible notes in this country. 

8580. Inconvertible notes have been issued in this 
country in former times;, and they have gone to a 
discount as compared with gold ? — Yes. 

8581. ISTow, as regards the land settlements. When 
an officer is making a re-settlement, he takes into 
account the prices of produce and rents ? — Yes. 

8582. And, if the value of the rupee is altered so 
as to affect rents and the prices of produce, that 
alteration is taken into account in making the re- 
settlement ? — Certainly. It would follow from the use 
of the word “ price ” that that would be, of course, 
considered. If anything had an effect on prices, that 
would be considered. 

8583. So that, in so far as it is just and equitable 
to take into account the altered value of the rupee, 
that is already done in making re-settlements ? — It 
certainly would be done. At the same time, the point 
I wished to make was this : I do not think that prices 
up-country have been affected by the closing of the 
mints. 

8581. The argument was that the alteration in the 
value of the rupee should be taken into account in 
making settlements, and I only wish to bring out that, 
so far as it is equitable to do so, that is actually done 
under the present system ? — It must be so, from the 
terms of the proposition ; the value of the rupee and 
prices are the same thing. 
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The witness withdrew. 


Mr. William James Thompson, senior, and Mr. William .Tames Thompson, junior, called and examined. 


8585. Chairman (to Mr. Thompson , senior.) You 
and your son are the members of a well-known 
Mincing Lane firm ? — Yes. 

8586. You have been a tea broker in Mincing Lane 
for how many years ? — Sixty-seven years. 

8587. For many years you have been Chairman of 
the National Discount Company ? — Yes. 

8588. ( To Mr. Thompson, junior). You have been 
in partnership with your father for the last thirty 
years ? — Yes. 

8589. And you are both very familiar with all 
questions affecting the tea industry ? — We ought to 
be. 

8590. What has been your connexion with the tea 
industry ? — As brokers — simply to take the tea en- 
trusted to us for sale in the London market, and to do 
the best for our merchants. 

8591. Can you give us the statistics of the approxi- 
mate average prices of teas in London since 1884 ? — 
Yes. I have prepared the following table : — 


Approximate average Prices of Teas in London. 


Season. 


Indian. j 

i 

Ceylon. 

| China. 

1883-4 


s. d. 

1 1^ 

s. 

1 

d. 

3i 

d. 

11 

1884-5 

- 

1 1 

1 

3 

11 

1885-6 - 

- 

i ii 

1 

3 

101 

1886-7 

- 

1 0 

1 

1 

10 

1887-8 - 

- 

0 lli 

1 

Oj 

•i 

1888-9 

- 

0 10£ 
o ioi 

0 

11 

9 

1890-90 - 

- 

0 

11 

9 

1890-1 - 

- 

0 ll" 

0 

11 

n 

1891-2 

- 

0 10 

0 

qi 

9 

1892-3 - 


0 11 

0 

9 

H 

1893-4 - 

_ 

0 9i 

0 

®2 

8 

1894-5 

- 

0 10J 

0 

84 

?! 

• a 

1895-6 

- 

0 9i 

0 

8 

1896-7 

- 

0 9£ 

0 

7f 

7 

1897-8 - 

" 

0 9 

0 
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8592. During all those years, from 1883-84 to this 
time, China tea has always been the cheapest ?— Oh, 
yes, in price. 

8593. Have the imports into this country from 
India and Ceylon and from China been proceeding 
upon a regular ratio, or has there been a great 


increase ia the one and a decrease in the other ? — - 
There has been an increase in the one and a decrease 
in the other. 

859-1. An increase from India and Ceylon and a 
decrease from China ? — Yes. 

8595. How do you explain that the cheapest article 
should have been the one that has decreased in 
quantity ? — Because India and Ceylon offer you so 
very much better tea of the same kind than China. 

8596. Therefore, you had a better market, although 
at a higher price ? — But, really, India and Ceylon teas 
are cheaper than China teas because they go farther. 
You, yourself, well know that you do not require to 
put so much tea into your pot. 

8597. Do you think the general body of people who 
are the consumers of tea take that into account ? — 
Well, I do not know — perhaps they make it too strong. 

8598. Can you tell us what the circumstances are 
that have caused this change of price ? — Supply and 
demand, in which I agree with the evidence already 
given by Sir James Mackav and others. 

8599. The supply has exceeded the demand? — It 
has in one sense, because we used in former years to 
have a bigger stock ; it used to be necessary to keep a 
bigger stock, because the China teas arrive here only 
during a few months of the year, whereas now every 
week a large Ceylon sale is held, and for nine months 
in the year there are Indian sales, so that we never 
have a shortage ot supply. Buyers prefer now going 
from hand to moatb, and if the Indian and Ceylon 
supply is short, they prefer being squeezed rather than 
have to keep large stocks. And we must remember 
that tea does not keep. You cannot keep your tea for 
a year or even for six months ; it is not as good as it 
was when it first came in — therefore, it is desirable 
for that and for many other reasons to keep on selling 
your tea as it arrives. That is the practice of the 
London market. 

8600. Can you give us an opinion as to the markets 
for tea other than the English market? — .As to the 
other markets for tea, one is India itself, but that is 
merely a nominal market, because the Indian native 
does not drink tea in the same wav as the Chinaman 
does. 

8601. But the India native surely prefers Indian 
tea ? — Such tea, as he drinks, yes. 
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8602. India does not import any tea from China ? 
— Praeticlly, no. 

(Sir D. Barbour). They do import a little. 

( The Witness). There is a little imported en route 
for Persia and Central Asia, but it is an exceedingly 
amall quantity. Then, if you take Australasia, there 
you may say that .British grown tea has practically 
conquered the market. There has been a very rapid 
development oh the lines of the home trade; it is now 
about 20 millions a year. 

8603. (Chairman.) Perhaps you will put those 
figures in ? — Yes, I will include the figures. Then 
we come to the United States and Canada; our trade 
there is gradually increasing, but very slowly indeed 
— it may now he some 12 millions a year. 

8604. Do you say that Indian tea is increasing in 
that market ? — Only slowly — very slowly. I am sorry 
to say that China and Japan have practically the whole of 
the United States consumption. It is a totally different 
tea to the Indian or Ceylon tea. Instead of black tea it 
is green, or “ uncoloured ”, and of a peculiar flavour. 
Perhaps it is a matter of taste, perhaps it is a matter 
of their water, but anyhow the Americans prefer the 
China and Japan tea. I may say that the London dealers 
who do business in the country districts in England, 
such as Liverpool, Birmingham, and so oil, have casks 
of water from the different towns sent to them to their 
London offices, in order to taste the tea made in that 
water in order to select the samples best suited to the 
district. It is only fair to say that the Indian and 
Ceylon planters have done their very best to push the 
tea in the American and Canadian markets, by putting 
a voluntary cess upon themselves amounting to many 
thousands a year, and by advertisements, and even by 
giving away their tea and sending special agents over 
to sell it ; and, besides that, the London dealers doing 
the export trade have done the same thing. Yet they 
have not succeeded in getting hold of the American 
market, they have not laid hold of the American 
taste. 

8605. Is that true of all the States ? — The whole of 
America generally. 1 will give you here the figures 
that I got from the United States Consulate, on 
purpose for this Committee, of the teas imported into 
the United States of America, taking it for 1897 as 
being the last year. There were 56 million lbs. from 
China, 454 million lbs. from Japan, and only 2 million 
lbs. from British India ; that is to say, imported direct. 
A little more goes from us. 

8606. Is there any duty in America upon tea ? — 
Yes. 

8607. It is the same duty for all tea ? — Ho ; there 
is an extra duty of 10 per cent., if it is an indirect 
import, otherwise there is no difference ; all the tea 
duties are absolute. 

8608. (Sir J. Muir) . There was an extra 10 per 
cent, put on for the War ? — I think so. Then there 
is another market — continental Europe, principally 
Russia. In that market they consume the same class 
of tea from China as we get from India and Ceylon, 
namely, black teas, and, therefore, we are on a better 
footing there, and the trade with Russia is increasing, 
I am glad to say, very considerably. This year, again, 
it is larger than last year. 

8609. (Chairman.) Is that in India and Ceylon 
teas ? — Yes, both. I mean the trade from the London 
market. I should say that the Russians are an ex- 
ceedingly conservative people. At one time, even 
the fact that r the Indian tea was done up in different 
packages^ from those that they had been used to from 
China militated against it ; but now they have found 
out that really our teas are worth their attention, 
and we get large orders from Russia for Indian and 
Ceylon teas of all growths. 

8610. In this country Indian and Ceylon teas, of 
course, have a good market ?— Yes, and our home 
♦consumption is increasing every year ; it is increasing, 
you may say, pari passu with the population. 

- 8611. Do you think that in recent years there has 

been an excess of production in India or Ceylon? 


There has been quite enough ; 5 per cent, less would 
have given you 10 per cent, more for your teas. 

8612. Do you think the lowering of the price lias 
rather arisen from an excess of supply ? — We have 
had rather too much, and we also find than we can do 
with less stocks than we used to, which is a very 
important factor. 

8613. Do you think the supply of Indian and Ceylon 
teas will increase or not ? — I think so, undoubtedly, 
but it will not increase so rapidly as hitherto. 

8614. How is it affected by the present rate of 
exchange? — Is that a fair question to put to a Mincing 
Lane broker ? 

8615. I will not ask you if you have not an opinion 
to express upon it ? — I have an opinion, of course. 
It is afiected. I am quite sure that, since the exchange 
has risen, many people have not been extending as 
they would have done. 

8616. Then it is to that extent injurious to the 
trade ? — It has affected it in that way, there is no 
doubt. 

8617. According to your figures it does not seem to 
have affected prices, but it would have raised the cost 
of production ? — Yes. 

8618. And, therefore, affected the profit and affected 
the growth of the trade, and possibly the investment 
of capital in that trade ? — It has affected profit 
certainly, as we poor shareholders have found out. 

8619. (To Mr. Thompson , senior.) You agree with 
your son’s evidence ? — Yes. 

8620. (Lord Balfour of Burleigh , to Mr . Thomp- 
son, junior.) I gather from you that the variation of 
these figures arises, in your opinion, from a change 
in taste oh those who drink tea ; they now prefer the 
Indian and Ceylon tea to the Chinese tea? — Certainly, 
and the Chinese have helped that by the quality of 
their teas deteriorating. 

8621. I suppose you say that the relative price 
of the two teas would be an important factor in 
determining the consumption. For example, if China 
tea can be put on the market at a less relative price 
than Indian tea, it would in the course of time let in the 
Chinese to compete again ? — It would interfere cer- 
tainly if they could undersell Indian and Ceylon teas, 
but it is fair to say that some of our biggest people in 
London will not use a pound of China tea because it 
spoils their blend. You know that practically all the 
tea that is sold in the United Kingdom is blended. 

8622. Have you any opinion whether the difference 
in quality between the India and Ceylon tea and the 
China tea is intrinsic, or is on account of careless 
cultivation, or anything which the Chinese by improved 
methods could counteract ? — It is certainly partially 
intrinsic, because the Indian and Ceylon tea is not the 
same as the China tea, it is an indigenous plant, 
growing wild in the jungles of Assam, and it is found 
to be superior to the China plant. We have certainly 
heard that a lot of new tea machinery has been sent 
to China, but so far we have had no results from that. 
Anyhow, they will never get from the Chinese plant 
such fine teas as are got from the Indian plant. 

8623. Are you able to say whether any experiment*; 
have been made in China with the Indian plant ? — I 
think not: they have made experiments in Java, and 
the result has been good. 

8624. (Sir J. Muir.) You have some interest in 
tea companies as a shareholder ? — Yes, a little. 

8625. And you are aware that the dividends paid 
by the tea companies this season have been materially 
less than they were last year and in previous years ? — 
Yes. 

8626. Arising mainly from what cause ? — Increased 
cost of production. 

8627. One of the leading elements in that is the 
difference in exchange ; that is to soy, suppose your 
agents in Calcutta sell a 90 davs’ sight bill upon a 
London bank to lay down funds to pay the coolies’ 
wages, if they sell the bill at Is. 4 d. in the one case, 
whereas if the Government of Iudia had not in this 
arbitrary way fixed the rate at Is. 4nd ,, they could have 
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sold the bill at Is. 2 d.> that would have made a con- 
siderable difference? — Yes. 

8628. And probably have turned the loss on the 
last season into a profit? — It would have made a 
considerable difference, of course. 

8629. What difference do you estimate there would 
be between a l.v. 4 d. rate and a 1.9. 2 d. rate, on the 
wages of the coolies per pound of tea ? — I believe it 
would amount to about fths of a penny per pound. 

8630. That effect is felt very much more severely, is 
it not, in Ceylon than in India, because the entire 
industry of the Island of Ceylon now, since the coffee 
failed, is tea ? — Yes, that is the great industry of the 
island. 

8631. The great industry of the island hangs now 
upon tea ? — -Yes. 

8632. Suppose the tea industry should fail, as coffee 
has failed, what becomes of the island? — I will leave 
you to deal with that question, I do not like to think 
of it. 

8633. How is the Grove rnraenfc to carry on the 
administration of the Colony ? — I am not the 
Governor. 

8634. These are questions, I think, that it behoves 
us a little to look at. I hear the Ceylon tea planters 
putting questions of that nature, and I daresay you 
have heard the same ? — Yes, hut is it not a little hard 
to put the question to a poor tea broker ? 

8635. You are a tea planter to a small extent, but 
you are not in the same position as some of the poor 
tea planters are? — Ho, and I never was in that 
position from the other point of view either. 

8636. (Sir F. Mowatt.) In the yearly prices which 
you gave us of the teas, I observe some curious 
variations. In 1892-93 1 think you said that India 
was selling at 11 d., Ceylon at 9c?., and China at 8 UL ? 
— Yes. 

8637. The next year it fell to 9^c?. in India, 8 if/, in 
Ceylon, and 8c?. in China ? — l r es. 

8638. The next year it rose again to !(%/., 8 \d., 
and there was a little fall in the case of China to 7 ;|c?. ? 
— ' Yes. 

8639. Is there any explanation of that beyond the 
ordinary rates of supply and demand? — Probably not. 
We had one very fine year from Assam — a sort 
of climatic influence came over Assam, and gave us 
a very large quantity of high priced teas. I think 
that was the year when the price rose to 10£c?. 

8640. On the whole, from your experience of the 
trade, do you anticipate that the supply of Indian and 
Ceylon teas will tend to increase ?— Yes, I am 
certainly of that opinion. 

864L (Sir D. Barbour .) In the figures you gave 
of the prices, I noticed that, in the earlier years, Ceylon 
tea fetched a much higher price than Indian, and 
now it is lower. What is the explanation of that ? — 
In the earlier years there was only a small quantity, 
and it was of finer quality than now — at first, too, it 
was a novelty. 

8642. I think you said that there had been some 
over-production in recent years? — Well, there has 
been quite enough. 

8643. You suggested that if there had been 5 per 
cent, less tea, the price would have been 10 per cent, 
higher ? — Yes, 

8644. So that the tea planters would have gained ? 

They would in that way ; but it is impossible to 

stop production. 

8645. But you suggest those figures — 5 per csue. 
less tea would mean 10 per cent more in price?— Yes, 
our stock is so small, that a reduction of 12 millions 
in it would cause an advance in price. That is what 
•it would amount to. 

,8646. You also said that the rise of exchange 
would diminish the profits ?— That is a sequitur , I 

think. . .... 

8647. And that would dimmish, to some extent, 
the rate of production ?— I think it would eventually 
have that effect.. It has with some people, I know. 

8648. According to , your figures, if a ri$e- ih the 
.jpte qf exchange- canned, a- 5 per cent.;, reduction of 


production, there ought to he «ome gain to the planters 
from a rise in the London price ? — That is so, taking 
these figures; but tea, as you know, takes live or six 
years before it is in full hearing. That is why you 
cannot stop production. 

8649. But the argument would be this : that a fall 
of exchange might so increase production as to lead 
to over-production, and be followed afterwards by a 
reaction ? — Quite possibly. 

8650. Whereas, if there was a steady exchange, you 
would, at any rate, get rid of one cause of fluctuation 
and uncertainty ? — Yes. 

8651. You said that the tea plant in India and 
Ceylon is altogether different from the tea plant in 
China ?— Yes. 

8652. And gave a better tea ? — Yes. 

8653. That also gives an advantage to the Indian 
and Ceylon planters V — Y r es, hut the first gardens in 
India were laid out with the China plant, and now 
nobody would dream of sowing the China plant. 

8654. We know that China is an old country, and 
tea has been grown on the same land there for a large 
number of years, so that it is possible that the soil 
may become exhausted ; whereas in Assam and the 
Dooars, you have virgin soil. That would make a 
difference, would it not ? — I do not think so, because 
the original gardens where the China seed was 
planted were also on virgin soil. 

8655. I do not say what the difference would 
amount to, but there would be that additional differ- 
ence ? — Of course, it is a newer soil undoubtedly. 

8656. And, therefore, a better soil ? — There is no 
doubt. 

8657. (Sir A. Dent.) Are the prices yon gave of 
the different teas just now the prices in the United 
Kingdom ? — In the London market, yes. 

8658. Then you are not including the large 
quantities of high class teas that go straight from 
China to Russia ? — Ho, this is only from the London 
market. 

8659. If you included them in your figures, that 
would make the average for China very much higher? 
— Very much higher, because they take the bulk of 
the finer teas, and have done for many years, direct. 

8660. You say the stock of tea iu London now is 
very much less than it is used to be ? — Yes. 

8661. I suppose it is brought about very largely, 
if not entirely, by the fact of the Indian and Ceylon 
tea coming in week by week ? — Yes. 

8662. That, therefore, is a point in favour of Indian 
and Ceylon teas? — Well, I think, that is only a point 
in favour of the market remaining steady. 

8663. I mean, people will not import China tea 
because they would have to hold it for such a long 
period before selling it ? — That would be purely from 
a merchant's point of view, depending on the offers 
made for the tea from time to time. 

8664. Of course, it would affect the merchant very 
much in considering the quantity of tea he should lay 
in stock ? — Yes. 

8665. Therefore, he will prefer to deal in Indian 
and Ceyion teas ? — Yes. 

8666. Can you form an opinion as to the possibility 
of large extensions in the tea-growing area in Ceylon ? 
Though you say you are only a broker, we know how 
you watch tea growing all over the world. It is the 
common belief, 1 think, in Ceylon that there is very 
little more land available there ?— That is what I am 
told. 

8667. You have personal experience of India. Are 
there large districts in India still available, in your 
opinion, for tea planting ? — I think a very great deal. 

8668. I think you said, in answer to Sir John Muir, 
that the dividends of the tea companies were very 
largely affected by the extra cost of production?— 
That is my experience as a shareholder. 

. 8669. I think you might have added that the price 
here has gone down also ? — Hot very much. 

8670. It is not solely the cost of production ?— The 
price has. fallen very little in. the last two or. three 
years — the average price. Individual prices may have 
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fallen, but the average price has not changed much ; 
it is 9 9c?., 8c?., 8 and so on. 

8671. Do you think the Ceylon and Indian tea 
growers have much to fear from the possibility of China 
tea being again imported in large quantities into this 
market ? — I hope not. 

8672. You hope not, but will you go beyond that ? 
— I have never understood why China has not sent us 
more tea, considering the difference in exchange. I 
could never understand it ; I sincerely hope they will 
not send us any more ; but it is a possibility. 

8673. {Mr. Le Marchant.) What has been the 
rate of increase in the production of Indian and 
Ceylon tea in the last three years ? — I can give you 
the exact figures for the last three years. The 
imports of Indian tea in 1895-96 were 118 millions; 
in 1896-97, 13 li millions ; in 1897-98, 1354 millions ; 
Ceylon tea in 1895-96, 82 millions ; in 1896-97, 
92 millions ; and in 1897-98, 93 millions. 

8674. There would be some fall in price corre- 
sponding to the increase from 118 to 135-J millions, 
-would there not ? — Yes, and there is a slight fall in price 
— not much. Then you have to lake the fact that we 
receive at the same time 10 millions less China tea 


between the two years ; we should have less China 
tea, and more Indian and Ceylon tea. 

8675. On the other hand, India and Ceylon would 
go further in use ? — They ought to do. Obviously, we 
do not want them to do. They do as a matter of fact 
go further, because they make so much stronger a tea. 

8676. Would you attribute that increase of produc- 
tion to the favourable rate of profit that was existing 
previously ? — There were signs, many years ago, that 
Indian and Ceylon tea would be the favourite. A 
garden takes five years before it begins to bear properly. 

8677. Would the increase of the output be likely to 
follow any advantage in the way of cheapened produc- 
tion ; would the tendency be for the supply to grow 
up to the limit of profit ? — I suppose that is so in the 
case of every article. It does not matter what the 
article is, it would be governed by the same law. 

8678. So that any special advantage in the way of 
a low exchange would tend to be counteracted, so 
far as profit goes, by the increase in production ? — In 
the course cf time, in tea, perhaps so. I should like to 
put in some figures that we are publishing in our 
circular to-day as regards the external markets. 

{Chairman.) Any tables you like to add to your 
evidence we will put in the Appendix, 


The Witness withdrew. 


Adjourned. 


TWENTIETH DAY. 


Tuesday, November 15th, 1898. 


PRESENT : 

Sir FRANCIS MO WATT, K.C.B. (in the Chair). 

Sir John Muir, Bart. Mr. Robert Campbell. 

Sir Charles Crosthwaite, K.C.S J. Mr. F. C. Le Marchant. 

Sir Alfred Dent, K.C.M.G. 

Mr. Robert Chalmers, Secretary. 


Mr. W. H. 
Cheetham. 

15 Nov. 1898. 


Mr. W. H. Cheetham called and examined. 


8679. {Sir F. Mowatt.) Will you state your posi- 
tion? — I am a member of the firm of Kilburn 
& Co., of Calcutta. We are interested, either directly 
or through our companies, in indigo factories, tea 
gardens, a shellac factory, cotton spinning mills, 
inland navigation, a branch railway, electric lighting 
and power, machinery, and other property. 

8680. Do you attend here to-day to give evidence 
on your own account or as representing your firm ? — 
Merely on my own account. 

8681. You were connected with the firm, no doubt, 
in 1893, when the Indian Mints were closed to silver ? 
— Yes. 

8682. Were you at that time of opinion that that 
was a necessary action to take ? — No, I was very 
strongly opposed 1o it. 

8683. Will you state generally the grounds 
upon which you were at that time opposed to 
the closing of the mints ? — The majority of the 
merchants of Calcutta addressed a protest against 
the closing of the mints, which will be found on 
page 198 of the Herschell Committee^ Minutes. I 
will read this extract from that protest : “ Our opinion, 
“ which we submit with all due deference, is that the 
“ measures being urged upon the Government of 


“ India by the Currency Association for steadying 
“ and raising the rupee are uncertain, unsound, and 
“ mischievous, fraught with danger to the financial 
i( credit of the Government and to the commercial 
“ prosperity and development of the country. We 
“ do not favour a fluctuating or depreciating rupee, 
“ but we are more averse to a fictitious artificial 
“ sterling value being placed upon the rupee, and we 
“ believe that any proposals yet submitted by the 
i( Currency Association would have much worse 
“ effects than those of the state of things which 
“ these proposals are intended to remedy. As prae- 
“ tical, experienced business men, we do not hold 
“ with the assertion of the President of the Currency 
“ Association, that the fall in silver has restricted 
“ and embarrassed the trade of the country to such 
“ an extent as to create an almost unparalleled state 
" of depression. We believe that the causes of the 
“ depression, such as it is, are to be found elsewhere. 
“ On the other hand, we desire to make known that 
u we are not insensible to the embarrassment of the 
“ Government as regards the present state of its 
u finances, or wanting in sympathy for the employees 
“ of the Government who have suffered by the recent 
** fall in exchange j but we submit that in order to 



MINUTES OF EVIDENCE. 


21 


“ make these matters right, it does not appear to us 
“ to be necessary or desirable for the Government to 
“ resort to the desperate expedient of tampering with 
the monetary basis upon which the linancial and 
“ commercial system of the country is founded, and 
“ under which the country has hitherto been most 
“ prosperous.” 

8684. You still retain that opinion 1 understand ? 

— Most decidedly. 

8685. Would you say that the minis should now be 
re-opened? — I am of that opinion. 

8686. Immediately or gradually ? — If auy expedient 
such as has been described in the evidence already 
given could be devised to break the great shuck 
which would undoubtedly come from the re-opening 
of the mints, I think it ought to he tried ; but I 
believe the market would take command very soon, 
and that the currency would get on to its old basis 
almost immediately; that is to say, the rupee would 
assimilate to the value of silver. 

8687. That would now be about lOtf. ? — I think it 
is 10^c?. 

8688. But you would contemplate the rupee being 
about that rate ? — No ; on the contrary, I think the 
effect of re-opening the mints would be to cause a 
rise in silver, and that we should have something 
between the present rate of exchange and the present 
price of silver. 

8680. Something between ? — Yes. 

8690. Would you contemplate any considerable rise 
in the value of the silver ? — Yes. 

8691. Have you thought at all to what you would 
contemplate its going ? — I have. Of course, it is 
very much guesswork, but I think that silver would 
rise to between 33 d. and 34 d. probably. 

8692. That would mean a rupee of wbat ? — I think 
it is about 1 2\d. 

8693. In proposing that, you have in your mind 
the effect of the position of the Government as 
having to pay large sums in gold in England? — 
Certainly. 

8694. Have you contemplated how the difficulty of 
the Government would be met, or should be met, in 
that case; perhaps I had better take it from the point 
of taxation ; would you contemplate the Government 
imposing additional taxation ?— It might be necessary 
temporarily. 

8695. You do not think it would be permanent ? — 

I do not. 

8696. Let me put it iu this form: if the rupee 
were to fn.ll from its present price, say Is. 4 d., to 
1$. 0 \d., that would represent a difference in annual 
payments of between 10 and 12 crores ; we should be, 
at all events for the moment, face to face with the 
necessity of raising say, to be moderate, 10 crores of 
rupees ? — Yes. 

8697. You say it might be temporarily necessary, 
but in the meantime they must either borrow, 
or they must raise additional taxation to pay their 
debts?— They might borrow. 1 think it would 
be better to borrow in order to get back to a silver 
standard than to borrow in pursuit of a gold standard. 

8698. Wliat would they have to borrow to pay an 
additional 10 crores of rupees ?— . About 6,000, OOOZ. 
sterling. There would be certain immediate com- 
pensations, so i hat the full amount would not be 
required. Por instance, in the opium revenue there 
would be au immediate compensation. 

8699. The opium revenue is rather dwindling, is it 
not ?— It is dwindling, but the return to the silver 
standard would arrest its decay. 

8700. How do you explain that? — Because 
Chinese now have to pay such a very high price in 
dollars, in order to give us the price wc want in 


the 


fU 87*01. And the lower the rupee, the more China 
would be able to take, and the price would go 

ir) p China would oe able to take more, and the 

price need not go up in China, but we should get more 
rupees. 


8702. What you have said points to your believing 
that the price of silver would, at all events, not fall ? 

— If the mints were re-opened do you mean ? 

8703. The general price of silver ? — Quite so. 

8704. But how if the decline in the price of silver 
continues ? — I do not think we need fear much, if any, 
decline in the pi ice of silver. The proportion of 
silver being produced to gold is falling very fast 
indeed. 

8705. But do you ever recollect a time, since silver 
began to fall, when we did not think or hope that we 
had got to the bottom ? — Oh yes. 

8706. You do? — Yes. 

8707. Now do you think that the effect of the 
opening of the mints would be to steady exchange ? — 

No, I am not prepared to say that. I think there 
would be fluctuations. 

8708. Do you think it would contribute in any 
way? — It would in the loug run. It would not at 
the outset. 

8709. Perhaps you had better staie how you arrive 
at that conclusion ? — It would then be on a natural 
basis. It would be dependent on the price of silver. 
Many of the most important silver mines are pro- 
ducing less silver than they did. 

8710. Let us assume that the mints are now opened 
to the free coinage of silver; will you state what 
advantages you consider would result from that to 
Indian trade ? — The most important advantage would 
be that we should have an easier money market. 

8711. “Easier money market/ 5 meaning for the 
moment a larger currency? — I mean we should be 
able to borrow money on easier terms. The present 
rate of discount is only 5 per cent, in Calcutta — the 
Bank rate — but the money market is very tight. 

8712. And to what cause do you attribute that? — 

I attribute it to the closing of the mints. 

8713. How do you establish the connexion between 
the two ? — The dosing of the mints has reduced the 
volume of the currency in relation to trade. Popula- 
tion is always increasing, and trade is expanding ; if 
you do not continually add to the currency, you 
actually in fact reduce it ; that is to say, it is reduced 
in relation to requirements, and we have not got 
enough currency. 

8714. That is what I put to you. You really say 
it is the insufficiency of currency ? — It is the 
insufficiency of currency. 

8715. Now a person taking gold to India can 
command silver currency, cau he not ? — At a definite 
rate. 

8716. That is to say, a man taking 1,000/. in gold 
can command 15,000 rupees ? — Yes. 

8717. Therefore at that price he can command 
currency ? — At that price he can. 

8718. Have you considered how far the present 
silver currency requires increasing ? Have you any 
definite views upon that, or would you merely say 
that anybody who wished to bring silver iu should be 
enabled to "get it coined and get it turned into 
currency? — I think no man can say how much 
currency is required. It is a thing that must be 
settled automatically. It the mints are opened, 
anybody who wants silver changed into rupees can 
get it done. 

8719. Do you distinguish generally between 
“currency 55 and “ loanable capital?’ 5 — No. I think 
the relation is probably best illustrated by the relation 
between bread and toast. You can have bread 
without toast, but you cannot have toast without 
bread* If I go to a bank I do not ask for “loanable 
capital’ 5 I say, “ Will you lend me so many rupees ? 
“ I want so many rupees to pay my wages or to buy 
“ my cotton or indigo.” The phrase “ loanable 
capital ” never comes into the conversation between 
me and my banker. What I want is rupees. 

8720. Now, as regards the recent stringency in 
India. Do you consider that it extended to India 
generally, or only to persons engaged in the . external 
trade ? — It certainly extended into districts with which 
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we have connexions in Behar ; it extended into 
districts where we buy cotton. — in Central India. 

8721. To the same extent ? — In Eehar, yes. 

8722. What rates were payable during the tight 
season there ? — Well you see that, when a Bank rate 
jumps up to 12 or 13 per cent., it is indicative of very 
great stringency, no doubt, but it does not indicate the 
exact amount of the stringency, because, when money 
gets to 12 per cent., most people cannot get it on any 
terms. 

8723. Except on the terms of importing gold ? — 
But the people have not got the gold to import. 

8724. That is why I asked you whether you con- 
sidered that “ loanable capital ” arid “ currency ” were 
identical. A man might have no rupees, hut if he had 
ample loanable capital he could first of all get 
sovereigns, and with sovereigns he could get rupees ? 
— May I ask what you mean by “ loanable capital ?” 

8725. I was taking it from you as “ currency ** for 
the moment? — If we have currency, wo have got the 
rupees, and do not want to borrow. 

8726. But if you have gold, you have the power of 
getting rupees? — But we have not gold. We have 
all these things — indigo factories, cotton mills, ma- 
chinery, and almost every kind of property you can 
think of, but we have not got the currency ; we have 
not got the gold. 

8727. Do you anticipate that the stringency of last 
year will be repeated? — We have the stringency now. 
If I go to a hanker and say that I want an outlay for 

' an indigo factory, if he will give me the advance at 
all, which is doubtful — although I would not under- 
take any indigo factory which was not perfectly 
sound — the hanker would say “ I must have 9 per 
cent. 35 In Bombay the best cotton mills have had to 
pay more. A dozen mills have arranged to buy 
cotton, say, at 9 or 10 percent., and mills which were 
not of the first class have had® to pay much more. I 
should like to explain why a cotton mill requires so 
much capital. The Indian cotton mills are dependent 
on the Indian cotton crop for their raw material. 
That crop goes to the market in two or three months. 
If the Indian mills do not lay in a stock during those 
two or three months, the chances are that the cotton 
is exported, and then they are put into a hole during 
the rest of the season. Therefore we buy, perhaps, 10 
or 12 lakhs’ worth of cotton in February, March, and 
April. We borrow the money to pay for that cotton 
from the banks. We used to get that at 4 per cent. 
If we go to a bank now, if it is in Bombay, we should 
have to pay 10 per ceut. In Calcutta we generally 
arrange to pay, .say, 1 per cent, over Bank rate, with 
a minimum of 4 per cent. ; but, if we go to a bank 
to-day, I do not think any bank would let us have 
money on those terms. 

8728. That is not because of the want of security, 
but because it has not got the money ? — It has not 
got the money. 

8729. Did that stringency ever arise before the 
mints were closed ? — I remember various commercial 
crises, not only in India but in England. 

8730. I see that in 1884 the Bank rate touched, in 
March and April, 12 per cent., in 1876, 11 percent. ; 
and that is the nominal rate, as 5 per cent, is now. 
The additional charge which the bank make upon you 
above that, I presume they made upon you then as 
they do now, so that really if 5 per cent, now repre- 
sents 10 per cent., this 12 per cent, represents nearly 
20 per cent. ? — I say that the rate does not rise 
above 12 per cent. 12 per cent, seems to be the limit 
for the rate, or very nearly, just as 10 per cent, is the 
limit for the Bank of England rate. I have not 
known the Bank of England rate above 10 per cent. 
But what I want to point out is this, that in 1877, 
when the average Bank rate was 8 per cent, and some 
decimal, a compensatory action was immediately set 
up. The consequence was that over 14 crores of 
silver came out in 1878, mid away went the Bank rate 
down to an average of 5 per cent. 

8731. When you sayan average, you mean through 
the year ? — Yes. May I just offer you this’ diagram 


to show how the average Bank rate compares with tho 
import of silver. The red line there is silver, the 
black line is the average Bank rate for the year. 

[For this diagram, sec Ajipeudia'J] 

8732. If you take 1889 and 1890, the Bank rate rose 
to 12 per cent. In 1884 it, rose to 11 per cent. In 1882 
it rose to 10 per cent. In 1894 it rose to 10 per cent. 
In 1897 it rose to 10 per cent. In 1898 it rose to 12 
per cent. Now, to go for a moment to the prices. 
Wliat would you say had been the course of prices of 
food grains since 1885, when the heavy fall set in ? — 
The price of rice in Bengal has risen considerably. 

8733. Looking at Mr. O’Conor’s Table in the 
Appendix, and Taking the years 1886 to 1898, you 
see that the rise in rice is from 135 in 1886 to 167 in 
1898. The rise in wheat is from 117 in 1886 to 147 
in 1898. Then there are a series of Indian grains, 
of which the prices arc given in the same way; they 
have risen from 122 to 139, from 122 to 134, from 
103 to L73, and so on, and, taking the total averages, 
the prices have risen from 957 in 1891 to 1,000 in 
1898. Now, what state of prices supports the con- 
tention that a falling exchange as opposed to a steady 
exchange stimulates exports ? — I do not consider that 
a falling exchange in itself necessarily does stimulate 
exports. 

8734. You do not think it does ? — Not necessarily. 
A falling exchange between two gold countries 
merely indicates an adverse balance of trade on; the 
part of one of them, which is adjusted by a transfer 
of' bullion in the last resort ; but a falling exchange, 
with open mints, between India-and gold countries is 
not a mere balance of trade ; it corresponds with a 
change between silver and gold. We get in India 
through sucli a falling exchange more silver for our 
produce, which stimulates production, which gives a 
material benefit to the producer in India, and, more 
than that — more than the actual result, which he 
perhaps is unable to trace — it has a very great moral 
influence. If lie sees that he is getting three rupees 
where he was only getting two rupees, although he 
might have to pay something more, he thinks he is 
better off, and that undoubtedly stimulates production. 

8735. You do not think ,that he carries the mental 
process a little further, and says to himself, “ Although 
“ lam getting three rupees where I used, to get two, 
“ I do not get more for the three than I used to get 
“ for the two 53 ? — He does get more, because he does 
not pay the same in proportion ; but the moral effect 
is even greater than the actual effect. 

8736. Do you think there is any limit to the fall in 
the value of silver which would be beneficial to him ? 
— I think we cannot anticipate any great fall in silver, 
if any. 

8737. But there is no point at which you would 
draw the line, and say the further fall in silver would 
not be for the advantage of the producer in India, 
either moral or practical r— No, there is no point that 
I would fix. I do not think anybody could fix such 
a point, but silver is a precious metal ; silver is very 
different from inconvertible paper currency. 

8738. Now to go for a minute to China. Do you 
support the view that a fall of the dollar exchange is 
acting as a bounty on cotton spinning in China ? — 
Yes. 

8739. As a matter of fact are the China mills 
prosperous just now? — The China mills are in an 
incipient stage. Those which are managed by 
Chinese have been comparative failures ; those which 
are being managed now by Europeans are, I believe, 
doing very well, but I have not any figures. 

8740. Has that at all affected the output of Indian 
cotton mills ? — That could not affect the output. 

8741. In point of fact, are the exports of yarn from 
India increasing or decreasing? — Mr. O’Conor, I 
think, said that the export of yarn had not decreased, 
but I cannot follow his figures. 

8742. Of cotton yarns in the year 1885 the export 
was 78,000,000 lbs., and it has risen to 199,000,000 lbs. 
Taking the last few years, it rose from 134,000,000 
lbs. in 1893-94 to 158,000,000 lbs. in 1894-95; in 
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1895-0 to 184,000,000 lbs. ; in 1896-/ to L95,000,000 
lbs. ; and in 1897-8 to 199,000,000 lbs. That is a very 
rapid increase, apparently ?• — I must say that I do 
not understand those iigures. The “ Bombay 
Gazette ” of the 9th August said that during 1897 we 
sent 23 per cent, less yarn, and 64 per cent, less piece 
goods, to the Far East than in 1896. From Bombay 
in 1896 473,000 bales were sent, and in 1897 

362.000 bales. That was partially made up for by 
increased shipments from Calcutta, which benefited by 
the plague in Bombay. Calcutta sent 30,000 bales in 
1896 and 62,000 bales in 1897, the two together 
making 503,000 bales in 1896 and 424,000 bales in 
1897. My figures do not include Madras, but I have 
reason to suppose that Madras is a very small quantity. 
They have, I think, only five mills there. 

S743. Is the explanation to be found in the words 
“ to the Far East ” that you used there ? Is there any 
other export, except to the Far East, of cotton yarn 
which would not be included in those figures ? — 
There is a small export to Singapore and Batavia, but 
it is unimportant. There may be this explanation, 
that Mr. O’Conor’s figures are for the financial 
year, and mine are for the 12 months ending 31st 
December. 

8744. Have you the same thing for any of the 
previous years? — Yes, I have all the figures here. 
I have also the yarn report from Hong Kong, which 
corresponds very closely with my figures. The total 
imports from India into China and Japan of cotton 
yarn in 1896 were 500,000 bales (my fignres were 

503.000 bales), and in 1897, 447,000 bales (my figures 
were 424,000 bales, but I omitted Japan, and I have 
not got the Madras exports). 

8745. Are there any other commodities in which 
India competes with China? — Do you mean of 
shipments .from India to China? 

8746. Yes? — There is opium. China is growing 
opium to an extent which did not prevail formerly. 

8747. India competes with China in tea. As to 
that we have had a great deal of evidence, and I do not 
think w T e need take you through it, as there is no 
question, I imagine, that the Chinese tea trade is not 
at present holding its own against the Indian trade, 
and ,has not for many years? — Ho. I think one 
reason for that has not been mentioned, at least I 
have not noticed it in the evidence. Something was 
said, I think, in Mr. Cameron’s evidence about the 
internal taxes on tea : I think he made out that that 
amounted to about 14 per cent. That would seem to 
be regarded as a kind of set-off against the dis- 
advantage of our exchange. I do not tlumc that 
should be taken as a set-off in any way. It was the 
very fact that these internal dues existed which gave 
such an impetus to the development of the tea trade 
in India. It is not a new thing — not something that 
has cropped up since exchange has turned so much 
against us. 

8748. Still it does act as a weight upon the Chinese 
tea dealer ? — But, because the inefficient Government 
of China allows this restriction of trade, that is no 
reason why we should impose a relatively larger 
restriction on trade to give them back this disadvantage 
and something more. 

8749. I do not think tin at was contended. The fact 
was put forward to show that, taking it all in all, the 
tea trade in China was not, on the present constitution 
of China, likely to affect the Indian tea trade. I do 
not think it was contended, at all events I did not 
so understand it, that it was supposed to he an exact 
equivalent for India’s alleged disadvantage in ex- 
change? — I do not think it should be looked at as a 
set-off in any respect. It seems to me that that is 
very much as if in the next war with China, because 
the Chinese were armed with bows and arrows, we 
should throw away our Maxims. 

8750. Do you know, as a fact, that the wages paid 
to the labouring classes in China are not paid in silver 
at’ all, they are paid in. copper “ cash ?— I believe so. 

8751. And that copper cash does not vary with 
the value of the dollar ?— No, it does not vary with 


the value of the dollar, kt the present time copper 
is relatively higher than it was. 

8752. (Mr. Campbell.) I think Mr. Cameron’s 
evidence was to the effect that the copper cash had 
increased in value, as compared with silver, by about 
14 or 15 per cent ? — Yes. 

8753. (Sir F. Mowatt ,) That, 15 per cent, which 
you quoted was not on the question of commodities, 
but on the question of the cash? — I think Mr. 
Cameron put the two together, and made it 3G per 
cent., and said we were only at a disadvantage of G per 
cent., taking the exchange disadvantage at 36 per 
cent. I think that is wliat he said. 

8754. As bearing upon the China trade, have you 
any facts within your own knowledge as to whether the 
wages and general prices in China arc stationary or 
rising? — I have none within my own knowledge ; I 
have seen the report from our consul at Shanghai, but 
I cannot say anything about the interior. I think 
wages have not increased, or very slightly. 

The Secretary read the following extract from Sir 
Claude Macdonald's Consular Report for the year 
1896 on the Trade of China. 

“The price of labour and of raw produce alike 
must ultimately be paid in copper cash, and the silver 
tael is merely a convenient form of reckoning or 
carrying about the number of cash for which it will 
’exchange. It has been stated that, while the price 
of silver in relation to gold has been going down, its 
purchasing power in China has remained constant. 
This would only be true if there had been no alteration 
in the exchange between silver and copper cash, and 
supposing the value of the latter in relation to other 
commodities to have remained unchanged. As a 
matter of fact, there has been a steady rise during the 
last few years in the silver price of cash ; the year 
1896 has witnessed a further 'considerable rise 
throughout China, attributed partly to scarcity and 
insufficient minting of the coin, so that the tael, 
which formerly exchanged for 1,500 cash, will now 
ouly purchase 1,200 or less. Side by side with this 
increase in the silver price of cash there has also been 
a marked tendency for the cash itself to depreciate in 
regard to commodities in general, so that the gold- 
price of Chinese commodities lias not fallen to an 
extent by any means so great as has been generally 
assumed from the decrease in the exchange value of 
silver.” 

875 o. I am not sure whether I gather from the 
answer you made earlier in your examination 'whether 
you hold that silver prices remain steady in silver 
countries — whether the fact of the mints being opened 
to silver would steady prices ? — I think that silver has 
been much steadier in relation to comntodities than 
gold has. I have here Mr, Sauerbeck’s figures, which 
I will put in. There is a very remarkable addition at 
the bottom of that paper. These are the silver prices 
of 45 principal commodities for 20 years from 1874 to 
1893, and also the index price of silver ; and the 
addition of the index price of commodities is 1,603 for 
the 20 years, whereas the addition of the index price 
of silver for the 20 years is 1603T, against the figure 
of 2,000 for gold. 

(For these tables see Appendix.) 

8756. After your evidence I need hardly ask you 
this ; you would object, I suppose, to the introduction 
of a gold standard into India ? — By a gold standard, 
do you mean a gold standard with convertibility 
between silver and gold at a fixed ratio ? 

8757. Yes?—' With convertibility ? 

8758. Yes ? — I believe in a universal gold standard ; 
I should like a universal gold standard, but I think it is 
impracticable. It is not for our generation. 

8759. Upon what reason do you base that ? — I do not 
believe there is enough gold to do it. I think, in all 
the estimates that have been given of the gold that 
would be required to have a gold standard with com- 
plete convertibility, the estimates of the gold required 
are very much too low. We have an unknown 
quantity in hoards of rupees, all of which might under 
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8760. That is to say, you contemplate that the fact 
of being able to convert silver into gold would bring 
out the whole or the greater part of the silver hoards ? 
- — It would undoubtedly bring out a very large volume. 
It might bring out the whole. 

8701 - Why should it bring them out? — Because the 
people might prefer to hoard in gold. Many of them 
do. Within the last four months, I am assured by a 
Marwari broker that 2 erores worth of gold bars have 
been taken out of Calcutta and sent up country. 

8762. You think that would be increased — that they 
would prefer hoarding gold coinage to gold bars ? — I 
think there is a danger of it. 

8763. Do you put that merely as a danger that must 
be considered, or as a danger concerning the probability 
of which there is evidence ? — I think it is a danger 
that must be considered. 

8764. You must face the risk of it — you must have 
it in mind ? — J ust so. 

8765. Now, while the mints were open, and silver was 
falling, say, from 1876 to 1893, what was the state of 
Indian public finance year by year as regards surpluses 
or deficits ? At page 56 of Part I. of the evidence 
taken by this Committee, Mr. O’Conor gives this 
evidence: — “ 1479. Can you tell us how the financial 
“ position of India has stood since 1875, and whether 
“ on the whole her revenue has exceeded her expendi- 
u ture? — I have prepared a statement of the surpluses 
u and deficits of those years, which I put in. It is as 
u follows : — ■” Then he gives a table, and he goes on : 

These figures show that in the 20 yearsending 
“ with 1892-3, that is, ending in March 1893, just 
Li before the closure of the mints, there was an aggregate 
** surplus of Rx. 17,175,499, and an aggregate deficit 
u of Rx. 19,573,587, the not deficit in that period 
“ amounting to Rx. 2,398 i 089. That was tbe result of 
u 20 years 5 finance during a time when India is 
u supposed to have been extremely prosperous under 
“ a continually declining rupee. 55 I merely draw your 
atrf^ntion to that, because those figures were put in. I 
do not know whether you have any observations to 
make upon them? — No, all I wish to say is that it 
includes a very large amount of war expenditure. 

8766. Between 1885 and the closing of the mints in 
1893, are you aware whether there was any increase of 
taxation ? — The only increase I can call to mind was 
an increase in the tax on petroleum. 

8767. The figures given by Mr. O’Conor would 
apparently show 4^ erores between 1885 and 1893 ? — 
The enhancement of the duty on salt was a general 
levelling up, if I remember right. We had different 
duties in different parts of India, and I think 
we levelled them all up to 2 rupees 8 annas per 
maund. 

8768. Have you any further observations you would 
like to add ? — I should like to state this as regards the 
cotton spinning trade. In Sir J. L. Mackay’s evidence, 
question 320, he gave a list of the profits made by 
Calcutta and Cawnpore mills in the year 1897, on which 
he relied as a proof that the closing of the mints had 
not exercised a prejudicial effect upon the cotton 
industry. The Cawnpore mills have no trade with 
China, but the Bombay mills, which have, and which 
contain, perhaps, eight times as many spindles as the 
Calcutta mills, are not mentioned by him. You can- 
not take the Calcutta and Cawnpore mills as evidence 
of the general prosperity of the trade in cotton spin- 
ning in India. There are certainly six times as many 
spindles in Bombay as there are in Calcutta. The 
Cawnpore mills are not directly affected by the China 
exchanges ; their customers lie all round about their 
mills ; it is an absolutely internal industry. The 
Bombay mills rely very largely on their trade with 
China. They did very badly in that year, because of 
the plague, which absolutely crippled their production. 
For that very same reason the Calcutta mills benefited. 

' We never had such a profitable year as we had in 


1897. In the case of our own mills, we sent nearly 
three times as much to China as we had done in 1896. 
With the gradual resumption of fuller work in the 
Bombay mills, the prosperity of the Calcutta mills has 
absolutely disappeared. The mills are running at a 
loss now ; they did not make depreciation in the first 
half of this year, and to-day they are running at a 
loss. One of the mills, which has preference shares, 
was unable to pay its dividend on the preference 
shares for the half-year ending the 31st August. In 
Bombay the trade is said to be worse than it has 
been for very many years. 

8769. You are speaking now of the current year ? — 
Of the current year ; the trade is so bad that 1 do not 
think there is any doubt that short time would have 
been resorted to, but for the fact that we could not 
get the China and Japan mills to join in a short time 
movement. In .Japan the trade has not flourished 
since the adoption of the gold standard. It, was par- 
ticularly flourishing before they lmd a gold standard ; 
and, although they have adopted the standard of 32 
to 1, or something like that, the cotton spinners have 
had to seek help from the Government to keep their 
mills going ; they have had to get large loans from 
the Government to help them through. You will see 
in my memorandum the following paragraph, showing 
the effect of the fall in exchange : — Before the 
“ mints were closed, we used to sell our 30d/s drafts 
“ on China against yarn at, in round figures, Rs. 225 
“ per $100. The rate has since been down to 
il Rs. 132 per $100, and is now a little over Rs. 140 
“ per $100. Taking it at Rs. 150 per $100, our 
tc Chinese buyers have now to pay $84 instead of $56 
“ per bale to give us the same number of rupees that 
“ we got when exchange was Rs. 225 per $100. 

“ $84 at Rs. 150 per $100 = Rs. 126 

“ $56 at „ 225 „ = Rs. 126. 55 

I wrote out that paragraph without any reference to 
my own records, but afterwards 1 thought it would be 
advisable if I could give a concrete instance, and I 
looked at my records, and you will see I have added 
this paragraph: “ In November 1892, when exchange 
“ was Rs. 219^ per $100, we sold 10’s to China at 
“ $60 per bale, and in July 1897, with exchange at 
u Rs. 151i per $100, we sold at $90 per bale. 55 That 
paragraph was inserted after I had written the pre- 
vious paragraph of the memorandum without knowing 
that there was such an instance in our books. 

8770. ( Sir A. Bent .) What was the price of cotton 
then ? — I cannot give you the price of cotton on those 
particular dates ; I can give you the price of the 
cotton we used in our own mills. 

8771. It depends largely on the price of cotton and 
the price you sell at ? — Yes. There was not very much 
difference in the cotton. Our clean cotton for the 
last half of 1892 cost us 44 pies per lb., that is July 
to December 1892. In 1897 our cotton for the first 
half-year cost us 45£ pies ; for the second half-year 
it cost us slightly under 45£ pies. There is a difference 
of about 3 per cent. 

8772. (Sir F. Mowatti) Is that all you desire to 
add ? — I think that is all I desire to add about the 
cotton-spinning trade. I should like to add a word 
about the stringency in the money market. The 
rate of discount is not the only criterion of the state of 
the money market. For instance, even when money 
has been very dear, 12 per cent,, I have known a few 
bills discounted at perhaps 4, 5, or 6 per cent, below 
the Bank rate. I think you have that shown clearly 
in Mr. Allan Arthur’s evidence ; he has had the same 
experience as I have had. But those low discounts 
were no criterion of the money market whatever. It 
is a very peculiar thing. There are certain small 
Shroffs in Calcutta who have balances of, say, 10,000 
or 15,000 rupees in their hands, and they wish to 
employ these sums for short periods. In our cotton 
trade we are drawn upon at 60 days 5 sight, and those 
people discount short bills at very much lower rates 
than we could borrow at from the banks. It is the 
same no doubt with the jute trade. Government paper 
is now utterly discredited, not only through the value 
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having fallen so considerably, but through the 
impossibility of getting advances against it, and these 
Shroffs would rather discount a short hill, giving 
employment, for their money, than take the risk of 
putting into Government paper, when the}' might 
lie put into a hole by being unable to get advances 
against it when they wanted to. We find that it is 
quite impossible to raise money for any commercial 
purposes. Suppose we want to issue industrial 
debentures, it is an absolute impossibility. It is not a 
question of price, but we cannot get the money. For 
the most promising industry we could not raise money 
on shares. The shares of dividend-paying concerns 
are nominally quoted in the papers, hut you cannot sell 
them. Take the shares of a large steamboat company 
with which we are connected, which has been paying 
for years a steady dividend of 8 per cent. ; if I 
want to sell 500 shares in that company I cannot do 
it ; there is no money to buy them, and there has not 
been for many months. The debentures of the same 
company are absolutely unsaleable. 

8773. Do you say that no new industrial concerns 
have been started in India during the last few years? — 
No, I do not say that. There was a large increase in 
cotton and in jute about three years ago, but many of 
the people who took shares then, and people who 
bought debentures, find great difficulty in getting rid 
of them now, and are put to great stress in order to 
take them up. Take another case. We undertook for 
one of our companies to build a branch line of railway. 
This was to be built in two sections. The total cost 
would be about 25 lakhs of rupees. For the first 
section we issued 4 per cent, debentures, and they were 
eagerly taken up. 

8774. In what year was that? — That was in 1895 
or 1890. perhaps 189(5. I think it was just before the 
stringency became very manifest in 1896. Flow the 
time has come to build the second part of the railway, 
and we want another 12 lakhs, we simply cannot get 
the money, nobody will take these debentures,, we 
have got to find the money ourselves. Now, with a 
stringent money market, that is a very heavy loss 
indeed to the promoters of the railway. It is not the 
encouragement which Government should give to 
private enterprise. What I mean is this 1 , that the 
Government, by closing the mints, have really, although 
they do not appreciate it, actually discouraged private 
enterprise in that way. 

8775. You attribute to the closing of ihc mints 
your inability to raise capital for private enterprises ? 
—Yes. 


S776. That is since 1896?— I think it was up to 
1896 that the money was available : I think it was in 
1890 that we got the money to build a new cotton 
mill. In 1896, money only rose to 7 per cent, in the 
beginning of the year ; it fell to 3 per cent, in the 
autumn, and the enterprises that I spoke of were 
all arranged for in, or before, August ot that year. 
Between August and December the rate rose to 10 per 
cent., and since then there lias been no market in 
industrial shares. 

8777. What has been the rise and fall in Govern- 
ment securities during that time ? — The 3i per cents, 
have been between 109 and 110; the present rate is 
about 93. 


{Mr. Campbell) About three years ago it was 
close upon 110. 

8778. {Sir F. Mowatt) Have you anything else 
to add ?— -No, I have nothing more to say. 

8779. {Sir J. Muir) You mentioned that in 1893 
the majority of merchants protested against the closing 
of the mints? — Yes. 

8780 Was that the majority in Calcutta, or hd it 
apply to Bombay also?— It applied to Bombay and 
Karachi. 

87 81 . Calcutta, Bombay, and Karachi ?— Yes. 

8^8 9 What is the feeling of the merchants now in 
these "same cities ?— I think it is clearly against the 
Government policy, with the exception of a number 
of eminent men, who might, perhaps, be counted on 
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I he lingers of one hum), who only emphasise the 
unanimity of the remainder. 

S7S3. In other words, the great majority of the 
merchants in Calcutta are against the Government 
policy r — Decidedly against it. 

8784. (Mr. ('ampin! /.) Do you mean the Govern- 
ment policy as disclosed in their last despatch, or their 
policy in regard to the closing of the mints ? — The 
closing of the mints. 

8785. {Sir J . Muir) And are the great majority 
of the merchants in Bombay opposed to it? — l think 
so. 

8786. And in Karachi ? — I do not know about the 
feeling in Karachi. 

S787. In Madras do you happen to know what tl.o 
feeling is: ?— -No, I have no business connexions in 
Madras. 

8788. Then your feeling seems to be against the 
closing of the mints in 1893 ? — Decidedly. 

8789. And you think the mints ought to be 
re-opened ? — I do. 

8790. We have had witnesses before us who have 
indicated that the re-opening of the mints may mean 
a fall in the value of the rupee to a very low figure. 
Apparently you do not share that view at all. Your 
idea is that possibly it might be 12.W. ? — That is my 
idea. 

8791. Did I understand you to say that you hold 
strongly to the opinion "that a rapidly increasing 
population such as we have in India requires, not a 
reduction of currency, but an increase, to meet the 
increase of population? — Certainly. 

8792. Did I understand you rightly to say that the 
trade in cotton-spinning mills in Inula, having regard 
to the period when suitable cotton can be obtained, 
requires large quantities of cotton to bo bought in 
February, March, and April? — Yes. 

8793. And that formerly you were able to obtain 
facilities to meet your large purchases at about 4 per 
cent., whereas now you have to pay 9 or 10 per 
cent. ? — Yes, cotton mills have to pay 9 or 10 per 


cent. 

8794. That is a very heavy tax indeed upon the 
spinning enterprise ? — No doubt. 

8795. We had it in evidence before that in Bombay, 
while the nominal rate was 12 per cent.. Far sees were 
unable to obtain accommodation from the bank on 
Government paper at even a much higher rate — that, 
in point of fact, they offered the manager of the bank 
at Bombay anything he chose to demand up to 18 
per cent., and yet they failed to get accommodation, 
mul were put to serious inconvenience, and, in fact 
heavy loss. Have you any information to that effect ? 
—I have read the speech of the Chairman of the 
Bank of Bombay on the 4th August 1898. 

8796. You understand pretty well about the tea 
industry. We have been seeing reports coming out 
pretty regularly for some months now, in which die re 
is almost invariably the complaint that dividends hine 
been verv materially reduced in consequence of the 
Is, 4 cl rate, as compared with the profits that they 
formerly realised. Does that coincide with your ex- 
perience ? — I do not attribute the present state, of the 
tea industry entirely to the exchange. I think the tea 
industry is passing through oneol those phases which, 
all remunerative industries have to pass through. 
Too much land, for the time being, has been put under 
tea ; the crop has been too large for the temporary 
consumption, and on that account the tea industry is 
undoubtedly passing through a severe crisis. Added 
to that, comes a certain additional difficulty through 
the exchange, which is the more felt because the 
industry itself is not in a flourishing condition. 

8797. Referring to the disadvantage that India has 

through the exchange, did I understand you to 
intimate that it was about 36 per cent, i — I took that 
figure from Mr* Cameron’s evidence. , 

C 879&. Have you anv notion bow many years China 
has enforced this tax that we have heard so much 
about r — I think from time immemorial die mandarins 
have had this likin tax. 
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8709. That is what I understand. Then it is 
hardly right to deduct this 14 per cent., which is an 
old-standing tax, from the 30 per cent, which Mr. 
Cameron stated was the disadvantage which the 
Indian planters were now suffering. He is made to 
say that 14 per cent., plus the 15 per cent, of advance 
in copper cash, made about 30 per cent. ; so that lie 
only made it 6 per cent, of disadvantage ; whereas, if 
1 understand you rightly, you would still call it 20 per 
cent., that is to say, you would add to the (3 per cent, 
the 1*1 per cent. ? — Yes. 

8800. You said that the amount of gold required 
for a gold standard would be very large indeed, and 
you hesitated to name the figure which you had iu 
your mind. I think it would be interesting to the 
Committee if you were to give us some indication upon 
that point, because there is a vast diversity cf opinion ; 
we have had opinions on one side, and I should like 
yours on the other, as to what amount you think would 
be needed ? — I would rather not give any figure. It 
is an exceedingly large one. 

8801. Would you say 50 millions in gold? — 50 
millions in gold I think would he inadequate. 

8802. Seventy millions ? — Now you are asking me 
to state what my opinion is. 

8803. (Sir C. Crosthwaite.) Ho you mean for a 
standard or a gold currency ? — To establish a 
standard with convertibility. 

S804. Absolute convertibility ? — Absolute con- 
vertibility. 

8805. (Sir J. Muir?) Do you think the natives 
would, if they had the chance, hoard it, just as we 
know they hoard rupees, and that a very large amount 
would disappear ? — I think there is a danger of it. 

8S06. (Sir C. Crosthwaite?) You say you think 
the gold would disappear ? — I think a large amount 
of it would. 

8807. But you know that it is said that there is a 
great scarcity of rupees in India, so as to make it 
almost impossible to get them ? — In circulation, yes. 

8S08. How would the gold disappear ; how is it 
to be obtained ? Suppose that the Government 
established a large reserve fund of 20 millions, how 
would that gold be drawn from the Treasury ? I 
suppose only by exchanging rupees for it?— By 
exchanging rupees for it. 

8809. If it is almost impossible to get rupees now, how 
could you expect to draw, say, 300,000,000 of rupees 
from tlie currency in order to draft away the Govern- 
ment gold ? — Because at the back of the currency in 
circulation is an unknown hoard of rupees. In the 
evidence of Sir Antony MacDonneH he says that the 
great bulk of the savings of tlie people of India are 
in rupees, and not in ornaments. That coincides 
with independent evidence that I have got ; I must 
say that it was a great surprise to me to hear it. 

8810. You think there are sufficient hoarded rupees 
to come out and buy the gold ? — I think there are. 

8811. Why do not those hoards come ufit now to 
relieve the stringency, when you say there is such a 
stringency, and the discount rate is so enormously 
high ? I suppose the people who have tlie hoards 
would buy tlie gold merely for the sake of the profit? 
— No, merely for tlie sake of hoarding. 

8812. But they will not produce tho rupees from 
their hoards for the sake of protit ? — They never have 
done. 

8813. I suppose the native banker trades for profit ? 
-—Yes, certainly. 

8814. Therefore he will not keep an inordinate 
amount of his capital locked up, merely for the sake of 
having a hoard ? — I do not think bankers do hoard in 
that way. 

8815. Who do you think do hoard?— The people 
of India, 

8816. That is to say, the whole population? — The 
whole population. 

8817. Therefore the great mass of the hoards would 
be in very small amounts, would they not? Com- 
paratively small amounts, 20 rupees here, 50 rupees 


here, 100 rupees there, and so on ? — I think in very 
large amounts besides those small amounts. 

8818. Here and there, I suppose, there would be 
some large hoards ? — We have known silver of very 
early coinages come out by the cartload. I have in 
my mind now a very big lawsuit, in which a Maharajah 
was concerned, and in which the barrister’s fees were 
paid by silver. All those rupees bore the mint mark 
of 1840. Of course I know that 1840 was a mint 
mark that lasted for a good many years. Every one 
of those rupees was as bright as if it had come from 
the mint the day before. There are very large hoards 
in temples and among the zemindars undoubtedly, 

8819. Why do you think that they would come out 
to buy gold from the Treasury, when they could be 
used now ? If they wanted gold, they could get the 
gold now ? — They do not happen to want gold now, 
but, if you made gold the standard, yon would give it 
an extra value in the eyes of the people, I should say. 
I do not say positively that the rupees would come 
out, but it is a danger that we have to apprehend. 

8820. These hoards must combine. Even the 
largest would not do more than scratch at the Govern- 
ment reserve. They would have to combine ? — No 
doubt. 

S821. How would they combine ? — I do not think 
there is any community in the world which has such 
powers of combination as the natives of India. 

8822. For certain objects, i agree ; but I have never 
known them to combine for such a purpose as this ? 
— I have known them to combine for the purpose of 
keeping up the price of an article, or for the purpose 
of depressing an article. 

8823. In trade they would combine, of course, but 
these hoards would not be in trade ; they would be 
here, and there among private individuals — chiefly men 
of hereditary wealth. However, you think that 
would be a danger ? — I thinlc it is a distinct danger. 

8824. You admitted, I think, that the re-opening 
of the mints would render it necessary that the 
Government should raise a large sum by taxation ? — 
Yes, I think it would. 

8825. That would not be a mere temporary thing; 
it would be annual? — It would be temporary, because 
the prosperity of the country would increase so 
rapidly. May I read you this extract from Barbour’s 
“Theory of Bi-Metallism,” at page 150: “The fall 
“ in the rate of exchange cannot have had a ruinous 
“ influence on Indian finances, since the Government 
“ of India had surplus revenue of 450 lakhs . . . 
“ in 1882, eight years after the fall began, and hafc 
u since been able to meet all the ordinary cost of 
“ administration without additional taxation, although 
“ tlie further fall, subsequent to 1882, has thrown an 
“ additional burden on the finances of neaidy 200 
“ lakhs per annum.” I suppose that refers to up to 
about 1885. 

8826. In 1882 a remission of taxes was made by 
Lord Bipon. Since that the rupee has kept falling, 
lias it not ? — Yes. 

S827. It is much lower now than it was in 1882 ? 
— In 1882 tlie exchange value was about Is. 8c2. 

8828. Since then it has kept falling, we may say, 
pretty steadily? — Yes, there was a rise in 1890 up to 
Is. (k'L, or something like that. 

8829. There was a temporary rise, but, in a general 
way, it is correct to say that it kept on falling since 
that date, until after the closing of the mints ? — 
When the mints were closed, it was Is. 3d., and it then 
fell, I think, to Is. 0 \d. 

8830. 1 do not want the particulars, but it has 
fallen. Therefore the country ought to have been 
prospering still more; it ought to have continued to 
prosper. We ought to have had a more flourishing 
revenue by the end of 1894 than we had in 1882 ? — 
I believe the revenue did increase. We had an 
increased revenue, I believe. 

8831. But there was a still greater increase of 
expenditure, was there not? — Well, of course, many 
people think that tlie expenditure has been unnecessarily 
high. 



MINUTES OF EVIDENCE. 27 


88,32. Since 1881 there has heen :i large increase 
of taxation, has there not? — By the figures shown to 
me to-day I think it is about G.\ crores. 

8833. And therefore, notwithstanding the fall of 
exchange, we have had to impose very considerable 
additional taxation ? — Yes. 

8834. Then what ground is there for believing 
that, if we re-opened the mints, we should not have to 
impose additional taxation to till the deficit, but that 
the revenue would rise up to the mark required ? — I 
think you would temporarily either have to borrow or 
to raise additional taxation. 

8835. You say temporarily, but what ground is 
there for supposing that we should not have to do 
what we have hail to do .since 1884 — what hope is 
there that the revenue will rise to meet the deficit — to 
meet such a large deficit as the re-opening of the 
mints implies? — The hope is this. At present the 
development of the country is arrested. Our industries 
are crippled by very dear money, hv the impossibility 
of developing them. 

8836. But what I want you to tell me is this. 
During the time the mints were opened and the rupee 
was falling, the revenues did not develope sufficiently 
to meet the deficit without additional taxation. How, 
therefore, can we suppose that now, after the re- 
opening of the mints, and when silver has still more 
fallen, and a very large deficit will have to be met — how 
can the responsiole Government of India act on the 
supposition that the revenue will rise ? — I think the 
Government would have to impose fresh taxes, but I 
think the country could hear them. 

8837. Even up to the extent of, say, 8 or 10 crores ? 
— Sir Antony MacDonnell, I think, says that he 
considers the country could bear from 6 to 8 crores 
more taxation than it does at present. 

8838. (Sir A. Dent.) Does he say that? — I think 
that is in his evidence. 

{Sir A. Dent.) He says it in a very qualified way. 

8839. (Sir C. Crosthwaite .) Why do you think 
the country will be able to bear it if the mints arc 
opened ? — I think the fall in exchange would increase 
production very much. I think the farmers, who 
represent the great body of the population, would get 
a great deal more silver for their produce, and would 
be able to pay a portion of it into the Treasury. 

8840. You think that prices would rise greatly? — 
If silver falls, or rather if exchange falls to the 
parity of silver, I have no doubt they would get 
more. 

8841. The tea-planters have told us, and that I 
take to be the great argument from the manufacturers’ 
point of view also,* that the prices of food and wages 
would not rise; that you would still be able to get 
labour in India at the same price as hitherto? — Wages 
paid in kind, of course, are not affected by a rise or fall 
in price at alb 

8842. Practically they do rise and fall with the 
price? —They do not rise and full with the price ; 
they are not affected ; you can leave out of consideration 
all wages paid in kind. 

8843. I understand that you hold that, because 
the rupee is not on the natural basis of its intrinsic 
value in silver, therefore the cotton spinners in India 
are at a disadvantage with the China mills ? — Yes. 

8844. And some of the tea-planting interest have 
also told us that owing to the same cause they are at 
a disadvantage in competing with China tea ? — Yes. 

8845. They explain it by saying that, whereas the 
China people are able to pay their expenses in cheap 
silver, the manufacturers and planters in India are 
obliged to pay their expenditure in the more expensive 
rupee. That I understand to he the argument? — Yes. 

8846. If the re-opening of the mints causes the 
prices of food grains in India, and therefore, in the 
course of a little time, at any rate, the cost of wages, to 
rise, I do not see how you can argue that tho re- 
opening of the mints will be such an advantage ? — As 
far as cotton manufacturing is concerned,- the rate of 
wages paid is so very much in excess of what agri- 
cultural labour is worth that a rise in the price of 


grain ti<ie> not main* su murii di iron* ace to them, and 
there is no reason to suppose that wages in the 
principal manufacturing districts would rise except 
very, very gradually. 

8847. Then where is the disadvantage at which 
you are placed with regard to China by the closing of 
the mints ? — The disadvantage is, that we are paying 
thes‘5 wages in the more expensive standard. 

S848. You do not think you would give them any 
more rupees, even if you opened the mints ? — I do 
not think we should in those manufacturing districts. 

8849. Then it would not benefit the great mass 
of the labouring population ? — The great mass of the 
labouring population is of course agricultural. 

8*50. They get their payments mainly in kind, and 
therefore they would gain nothing bv the re-opening of 
the mints ? — They would gain nothing on that. 

8851. You as employers would gain, because you 
would not have to pay them anything more ? — We 
should not pay them anything more. The rise would 
be very gradual. 

8852. Therefore any advantage that would come 
from the re-opening of the mints would go, not to the 
whole country, but to certain classes? — It would go 
to the class which is most important, the agricultural 
class which tills its own leasehold land, which includes 
70 per cent., perhaps, of the total population of the 
country. 

8853. They would get more rupees? — Yes. 

8854. But those rupees would not be worth so 
much, would they ? — No; but, as their expenditure is 
not as large as their income, they would have a bigger 
margin of profit. 

8855. Do you know the average acreage of holdings 
in India, about ? — No, I do not know that. 

8856. With regard to the other way in which you 
say the loss could be met, namely, by borrowing, I 
suppose you would only propose that as a very 
temporary expedient ? — Quite so. 

8857. You talk of the borrowing of gold by the 
Government of India to establish a gold standard as a 
similar measure. Is that quite fair; the Government 
borrowing gold with the view of putting it in reserve, 
and thereby establishing a gold standard, is one thing, 
but you propose to borrow a large sum merely to sink 
it in the deficit of the first year’s operation ? — The 
advantages to the country of a silver standard are so 
paramount that I think it would be better to borrow 
for that purpose than to borrow for gold. 

8858. {Sir F. Mowatt.) You mean borrowiug from 
year to year to fill the deficit ? — Yes ; I have a great 
objection to borrowing certainly; but I say I would 
rather do it for the sake of the silver standard than 
borrow to establish a gold standard. 

8859. I think you went as far as this, did you not, 
that you prefer to borrow to meet a deficit, rather 
than to increase taxation to an amount sufficient to 
put an end to the uncertainty ? — No, I beg your 
pardon, I did not say that. 

S860. (Sir C. Crostfncattc.) I should like fo ask a 
question with regard to the railway you ineniioneiL 
You said you were able to raise debentures at 4 per 
cent, in 1896? — I think it was 1896. 

8861. Ancl after that you were not able to place any 
debentures r — You cannot place a debenture at all. 

S8<32. And you attribute that to the closing of the 
mints ? — Yes. - 

8863. Would you explain how you would have 
been able to get the money, supposing the mints had 
been opened? — If the mints had been opened there 
would have been a free .supply of currency. 

8864. But I do not understand bow that would 
give a man money to invest. The man who wants 
debentures has certain savings to invest. If I am not 
able to invest now because I have no money, I do not 
see how the re-opening of the mints will give me 
money ? — When the money market gets into a state 
of extreme stringency, neither the banks nor anybody 
else will lend money ; they keep everything they have 
in reserve. 
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8S65. I suppose other securities might he sold to 
take your debentures ?— Possibly. 

8866. And those are not saleable ? — I do not think 
any securities are saleable. 

8867. Do you think the re-opening of the mints 
would make them saleable ? — Yes ; after the shock was 
got over, it would give confidence. I believe that the 
re-opening of the mints would give a great shock, but 
it would be got over. 

8868* You say that there is now a monetary 
stringency, but anyone who takes gold to the Treasury 
can get rupees at the price of' 15 rupees to the 
sovereign. "What is the reason that is not done; is it 
because the price is too high, or because there is no 
confidence ? — I think it is want of confidence. 

8860. If the Government of India fixed their policy 
and established confidence, that would be a point 
gained? — If they established confidence; but could 
they establish confidence P 

8870. Eut that is one of the important points — 
suppose that they established confidence ? — I do not 
think they can establish confidence. 

8871. Hot in a gold standard? — Hot in a gold 
standard. 

8872. But you think that, if they re-opened the 
mints, that would establish confidence ? — I believe so. 

8873. Although there would be no certainty that 
the loss might not be so heavy as to compel them to 
close the mints again ? They have closed the mints 
once, and, if they are re-opened as an experiment, 
especially accompanied by borrowing to fill tlio 
deficiency, do you think there would he confidence 
in the maintenance of that position? — I believe so. 
I do not think the Government, if they once re-opened 
the mints, would ever close them again. 

8874. (Sir A . Dent.) You were referring just now 
to Sir Antony MacDonneli’s evidence. I suppose 
you were thinking of his answer to question ,5856, 
on page 217, in which he said, “I believe myself that 
“ the country could now afford, without injury to 
“ industry or commerce, 6 or 8 crores of additional 
“ revenue.” You were thinking of that, no doubt ? 
—Yes. 

8875. But have you followed the other answers that 
he gave from 5856 to 5884 ? He immediately qualifies 
his first answer at question 5867. He says : “But, 
“ to raise that, you would have either to incur a 
“ breach of faith, by increasing the land revenue in 
“ spite of the land settlements, or you would have to 
“ impose unaccustomed and new forms of taxation ; and 
“ I, as a responsible administrator, should fear the 
ct result of doing that.” You have read the rest of 
those answers of his ? — Yes. 

8876. I thought it was only fair to bring that out ? 
— I ought to say that I was not proposing to raise the 
land revenue, or anything of that kind. My proposal 
was that the amount required should be raised by in- 
direct taxation, in the shape of import duties, which 
those cultivators and other people in the Hortli-West 
Provinces would not realise that they were paying. 

8877. But all Sir Antony MacDonnell’s answers 
after 5856 seem to me to be rather against the 
possibility of further taxation ? — I think he is referring 
to direct taxation in the form of land revenue. 

8878. How you say that you think gold might be 
freely bought out of hoards in India, if it was made a 
standard ? — Ho ; what I said was that I thought gold 
might be substituted for the hoarded rupees. 

8870. Do you think, if a gold standard was 
established in India, the natives would bring out gold 
from their hoards and convert it into sovereigns ? In 
other words, would they not sooner hold gold in the 
form of coins than in the form of bars ? They could 
hoard it equally well in either way? — I do not know. 
Judging by the analogy of silver, I suppose they 
might like to have their gold coins. 

8880. That would greatly help the establishment of 
a gold standard in India, would it not? — Hot at all, 
if they put the gold coins back into the hoards from 
which they took their bars. The form in which they 


hoarded it would not have any effect whatever on the 
circulating medium. 

88S1. My idea was that, when it was put in a form 
in which it is easily circulated, as a sovereign, it would 
be less liable to be hoarded than when it is in such a 
cumbersome mass as gold bars ? — But we have the 
analogy of silver, in which they prefer to hoard 
rupees. 

8882. But are we so certain that they do hoard 
rupees ? You think they must hoard gold, because the 
gold is not visible, but that is not the case with silver ? 
— We know that an enormous amount of silver lias 
been imported during the last 60 years. 

8883. Are you aware that large numbers of 
sovereigns did circulate up to 1866, or thereabouts ? — 
I have never seen them in circulation. If I want a 
few sovereigns I can buy them — I can buy them in. 
the bazaar — but I should be surprised to hear that 
sovereigns ever circulated in the interior of the 
country for the purposes of trade. 

(Mr. Campbell.) They were received at the 
Government Treasuries, but they were not in circula- 
tion in the country. 

(Sir C. Crosthwaite.) There were great numbers at 
one time in the country ; they were not hoarded. 

SS84. ( Sir A. DentI) You said you had no fear of 
a decline in the price of silver and that the mines were 
producing less silver than they used to ? — Propor- 
tionately. 

8885. But are you not afraid that, if the price of 
silver advanced, those mines would enormously increase 
their production ? — I think an effort would be made, 
naturally, to increase the production, if the price of 
silver advanced very materially; but I do not think 
that would come into operation until the price had 
considerably advanced. It is one thing to carry on a 
decaying mine, which pays at a certain rate ; a man 
will go on working his mine at a loss in the hope of a 
turn in price ; but, once that mine is shut up, it is a 
very different thing to open it again. 

8886. You attribute to the closing of the mints your 
trouble in negotiating shares and also the issue of 
debentures for your railway : but has there not been 
during the last year or two the same difficulty in other 
markets than Bombay in realising shares or issuing 
debentures? Has not Bombay been suffering from 
exactly the same thing as the London market, for 
instance, or the Paris market ? — I am not well ac- 
quainted with the course of the markets in London. 
Many of the markets in London are, I think, absolutely 
speculative markets — the mining market, for instance. 
There I can understand very well that there has been 
very great depreciation in values. 

8887. I think people in business in other commercial 
centres have found, in the last year or two, great 
difficulty in handling new issues and bringing outTnew 
companies. Y r ou consider that Bombay was rather 
specially disadvantaged ? — I am speaking of Calcutta ; 
I do not know about Bombay. I should have thought 
that there was no comparison at all between the state 
of the Calcutta market anil the state of the London 
market. I think even now any sound industrial 
concern or any railway offered on the London market 
would find capital. 

8888. Then you said that money that you used to 
get on cotton at 4 per cent., you have now to pay 9 
per cent, for from the banks ? — The Bombay mills 
have had to pay from 9 to 10 per cent. 

8889. That has only been for the last 12 months 
perhaps — the last season ? — The last two years 
1897-98. 

8890. Then was not 4 per cent, a very exceptional 
rate in India on which to borrow money for cotton ? — 
I do not think so, we had that for several years. 

8891. You are taking an extreme in the one case of 
9 to 10 per cent. ; are you not taking an extreme in 
the other, when you talk of 4 per cent.? — 4 per cent, 
was the minimum, but we had it for long periods at 
4 per cent. I was only speaking of our own particular 
concern then. 
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•S802. (Sir Francis Mo watt.) Was that, for very 
short loans ? — The way is this. We borrow the money 
in the spring of the year, and, as the cotton is worked 
up in the mill, and the yarn is sold, we gradually 
pay off the loans, so that towards the autumn the loan 
is wiped out. 

8893. So that the loan is wiped out practically? — 
Yes. 

8894. Did I understand you to say that it was not 
an unusual thing that you should be able to borrow 
for four or five months at 4 per cent? — Yes, we did 
that for several years. 

8895. For many years ? — For several years. I will 
not say many years. 

8896. (Sir A . Dent.) Then you have had to pay 
6 or 7 per cent. ? — Yes. Our arrangement was that 
we should pay 1 per cent, over the Bank rate, with a 
minimum, but the Bank rate went to 3 per cent., at 
any rate for some considerable periods. 

8897. (Mr. Campbell.) I think you said that 
although the Bank of Bengal rate is only 5 per cent., 
money is stringent ? — Yes. 

8898. I suppose you are aware that the Presidency 
Banks* cash balances are at present pretty full ? — Yes, 

I think they are. 

8899. So that, judged by that criterion, there is no 
stringency ? — Quite so. 

8900. I suppose there is no difficulty in obtaining 
short loans at the Presidency Bank rates? — No, you 
can get short loans at the Presidency Bank rates, or a 
little under, perhaps. 

8901. (Sir F. Mow at t.) What period do you cover 
by short loans ?— 1 Two or three months. 

8902. (Mr. Campbell) Then it is only with regard 
to loans extending over a lengthened period that 
you might call inouey difficult to obtain ? — Yes. 

8903. Would you say that that is caused, not. so 
much by actual stringency at the moment, as by fear 
of money becoming stringent under existing circum- 
stances, as it has clone in the last two years ? — I think 
it is the fear of further stringency in the spring. 

8904. With the mints closed, and no possibility of 
relieving it except by means of sovereigns at the 
\s. 4cd. exchange? — Yes. 

890d. You also said that you do not see that a 
falling exchange necessarily stimulates exports, but I 
think jou added that a falling exchange might only he 
the indication of an adverse trade balance ? — Between 
two countries with the same standard. 

8906. Between any two countries, if exchange 
falls?- — I think there is a very great difference 
between a fall of exchange between two countries, 
one of which has a gold and another has a silver 
standard, and a fall of exchange between two countries 
who each have the gold standard. 

8907. Do you mean in the ease or adjusting it ? — - 
The ease of adjusting it, and also in its effects on 
prices, 

8908. But between two countries having the same 
standard, the fall of exchange cannot go past the 
remitting point ? — Exactly. 

8909. But you say the fall of exchange stimulates 
production ?— The fall of exchange in a silver country 
like India., with open mints, does stimulate production 
by its effect in raising prices. 

8910. As exports are only surplus production, 
would you cot say that that stimulates exports ? — It 
certainly stimulates exports. 

8911. Would you put it in this way, that a fall in 
exchange, by its stimulus to production and exports, is 
what enables an adverse balance of trade to be 
adjusted between a gold-using country and a silver- 
using country ? — Certainly. 

8912. Now, on the question of India’s trade with 
China, you say that the closing of the Indian mints 
led to a very serious fall in the China exchange ? It 
did. 

8913. So that, to sell at the same price in China or 
Japan, the Indian mill bad to lessen its cost of 
production ? — Yes. 
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8914. If it could not lessen its co>r of production, it 
had to get a higher dollar price ? — Just so. 

8915. You are aware, no doubt, that the China and 
Japan mills use Indian cotton to a very large extent ? 
— A very great change has come over the Japan 
trade. They are taking an enormous quantity of 
American cotton now. 

8916. They may do that, but they are still taking a 
very large quantity of Indian cotton ? — I think the 
imports of Indian cotton into Japan are probably, this 
year, only one third of what they have been. 

8917. Of raw cotton ? — I believe so, from India. 

I believe in the previous year the expoits of cotton 
were something like 220,060 bides. 

S91S. The exports of cotton to Japan in 1895-96 
were 2 erores 44 lakhs in value, and in 1896-97 
3 erores 76 lakhs, and in 1897-98, which is the latest 
return we haves 3 erores 2o lakhs ? — My information 
now is, from a man who does a very large proportion 
of the trade, that Japan will take very little of this 
current crop of cotton from India owing to the cheap* 
ness of American cotton, and that his firm is doing a 
very large business in American cotton for Japan. 

8919. The point I want to put is this, that to the 
extent to which China and Japan use Indian cotton 
they have no advantage over the Indian manufacturer ? 
— Through the operation of exchange, not the 
slightest. 

8920. The one equalises and counter-balances the 
other ? — Quite so. 

8921. Then it would be only when the China and 
Japan mills begin to use their own native-grown 
cotton, or American cotton, that the exchange question 
would come into play? — As regards the raw material, 
yes. 

8922. Have you any statistics or information as to 
the extent to which China is beginning to grow 
cotton for her own mills ? — There has always been a 
certain amount of cotton grown in China. I re- 
member in 1861-65, during the American War, when 
there was what was known as the cotton famine, that 
China cotton was imported into England. We do not 
find it a very suitable cotton for spinning, ourselves, 
but it undoubtedly is used in the China mills. 

8923. Native grown cotton ? — Native grown cotfrm, 
undoubtedly. 

8924. Have you any information as to whether the 
growth of China native grown cotton is increasing ? — • 

I have seen a newspaper report to that effect, but I 
do not place any reliance upon it. I do not know. 

8925. If it should increase, it would be a more 
serious blow 7 to the Indian trade than anything which 
has occurred yet? —It would be a. very serious blow. 

8926. It would be a blow, not only to the manu- 
facturer, but to the Indian producer? — Just so. 

8927. Then the Indian mills also compete with 
Manchester for the supply of the Indian home 
market ? — Nominally they do. Practically they have 
ousted Manchester from the production of the coarse 
goods which they are able to manufacture. There is 
an attempt in Bombay now to spin finer yarns, but it 
has not succeeded to any great extent. As regards 
the bulk of goods manufactured in India, it is of such 
a coarse texture that, Manchester cannot compete with 
it, and it has lost the trade for some years now. 

8928. Has not the fall of American' cotton enabled 
Manchester to compete to a certain extent in these 
coarse goods ? — I should say not. 

8929. Is it not the case that American cotton has 
fallen to a greater extent, and in much larger pro- 
portion, than Indian cotton in price?— 1 should say it 
lias fallen, hut, as the qualities are so different, it is 
rather difficult to make ail exact comparison. Taking 
the Is. 4 (l exchange, the cotton they aro using in 
our mills you may put down at 2.W. per lb.; the 
price of American middling io day is 3 d. That is a 
difference of 16 per cent. 

8930. Would you consider that a high exchange 
gives Manchester an advantage? — Yes, it gives 
Manchester a slight advantage. 
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8931. The Iudiim mills you have told us work 
largely on borrowed money ? — They very largely use 
borrowed money, just to lay in their stocks oi cotton. 

8932. And, the higher the rate of interest the) r 
have to pay, the more it will tell on the profit they 
earn ? — Undoubtedly, very much. 

8933. Does the higher rate of interest affect other 
industries besides the mill industry ? — It affects the 
jute mills. The jute mills in the autumn have to lay 
iu very heavy stocks, for the same reason that the 
cotton mills have to lay in heavy stocks in the spring. 
It affects also indigo factories, which work largely 
on borrowed capital. 

S934. How is the internal agricultural industry 
affected by a rise in the value of money ? — I do not 
think that it is much, if at all, affected, except as the 
stringency in the money market affects the demand 
for their produce. I doubt if the rates of interest 
charged to the cultivator are higher because there is 
a stringent money market at the seaports. 

8935. They are not higher?— I doubt if they are 
higher. 

8936. I suppose they are always high ? — They are 
always high, I think. 

8937. You object to a gold standard? — Yes. 

8938. Has the basis of l.v. IrZ. anything to do with 
your objection, or do you object to it in total — I object 
to it because it is not a natural basis. 1 object to any 
rate being fixed. 

8939. Would you admit that there might he advan- 
tages to India in having a gold standard, seeing that 
about 80 per cent, of her trade is with gold standard 
countries ? — I do not think that that affects the 
question. The bulk of England’s trade in the early 
part of this century was not with gold standard 
countries. When she adopted the gold standard, it 
did not affect her profits, it did not affect the volume 
of her trade in any way. 

S940. If the ratio were brought nearer the intrinsic 
silver value of the rupee, would that lessen your 
objection to a gold standard? — It would not lessen 
my objection. I think any ratio which is not of the 
actual value of silver is objectionable. 

8941. You say one reason why you object to a gold 
standard is the difficulty of obtaining tlie gold ? — 
Yes. 

8942. But are you aware that the production of 
gold in the world is increasing very largely of late ? — 
I am. 

894-3. That does not affect your opinion? — Some 
surprise has been expressed that prices have not risen 
owing to the increased volume of gold produced, but 
it seems to me that, by the demonetization of silver, 
there was a very tremendous gap to be filled up before 
any increase in the production of gold would have 
any effect ; and, although the production of gold seems 
to be very large, it is not a very large per-centage on 
the total stock of gold in the world. 

8944. You also say that there will be considerable 
danger of the gold being hoarded ? — I think there is. 

8945. Gold is now obtainable at slightly over 
15 rupees to the sovereign ? — Yes. 

8046. So long as exchange is not put up over 
Is. 4r/„ gold cannot be cheaper than that? — Just so. 

8947. So that, unless there is an idea (which wo 
have not heard of) of raising the ratio higher than 
Is. 4 d., gold is now at its cheapest ?— Yes. 

8948. But is there any indication of unusual hoard- 
ing going on now ? — Tlic only case I Lave heard of is 
these Mavwaris, who have turned their property, as 
much of it as they could, into gold, and have sent the 
gold into their native country. That seems a remarkable 
movement. 

8949. Was not that from fear of the plague ? — 
Probably the plague had something to do with it. 

8950. I heard that same story, and I was told that 
they were so frightened of the plague that they were 
deserting Calcutta and taking their gold and everything 
else with them ? — But they have not brought it back. 

.8951. (Sir F. Mowatt.) Have they come back 
themselves ? — -Numbers of them have. • 


8952. (Mr. Campbell .) How is it known that (lay 
have not brought it back ? — Well it is not known. At 
any rate, they seem disinclined to turn it into capital 
available for carrying on business. 

8953. One criterion of the extent of hoarding 
would be the extent of India’s imports of gold from 
this side ? — Yes. 

8954. There has been no marked increase ? — Besides 
the imports of gold, there is a certain production of 
gold in India itself, about three-quarters of a million 
sterling per annum - it is only the balance of the 
exports and imports that is shown. 

8955. There is no marked increase iu that way. 
vSo that if, with gold, at its very cheapest, there is no 
unusual hoarding going on. is there any reason to 
suppose that, if a gold standard were introduced, even 
at Lv. Ad., there would be any increased hoarding? 
And, at a lower rate than li*. Ad., which would mean a 
higher price for gold, is it not reasonable to assume 
that there would be less inducement to liourd ? — The 
danger I see is that the natives might, wish to exchange 
their hoards of silver for hoards of gold — not to increase 
their hoards, but to exchange them. 

8956. They can do that now on the cheapest 
possible terms, and they do not ? — But circumstances 
might arise at any moment, especially if the Govern- 
ment stamp were affixed to the value of the gold, which 
would make the natives think that it would be better 
worth hoarding than silver. That is the danger I 
see. 

8957. Have you any information as to the preva- 
lence of illicit coinage ? — I can give no proof. 

8958. I mean the coinage of a silver rupee which 
is instrinsically as good as the Government rupee ? — 
There is a very widespread belief that it is going on 
to a considerable extent, especially in the native states ; 
but, short of capturing the coiners and discovering 
their implements, I do not see that any proof is 
possible. 

S959. What is the practice of Government at the 
present time with regard to light coins? — Any light 
coins that we send to the bank are cut, and the pieces 
are returned to us, by which they become only of 
their bullion value, so that we lose, say, 6 annas on 
every light rupee, in addition, of course, to the loss of 
weight. 

8960. The loss falls on the last owner ? — On the 
last owner who presents the rupee. 

S961. Have you formed any idea of the proportion 
of coins thus cut up ? — I have not. In our Arm we 
make our native establishment responsible for all 
fraudulent coins and all light coins, and I have no means 
of ascertaining the proportion of light coins, 

89G2. (Sir J. Muiri) Have these coins been light 
from the beginning? — I am afraid a great many of 
them have been sweated. The natives will put a lot 
into a bag, and shake them up till they can collect a 
lot of dust, from the bottom of the bag. 

8963. (Mr. Le diarchant.) In speaking of these 
coins, it. is the case, is it not, that the Government 
make an allowance for fair wear and tear ? I quite 
understand that, where they are sweated, they would 
he returned in the way you describe, but does 
that apply to all eases?' — I understand it does. 
Mr. Campbell has told me that the coinage of a 
particular year, which was withdrawn from circula- 
tion, was accepted by the Government at the full 
value, but my recent information from Calcutta is 
that all light coins are cut and the pieces returned. 

8964. You were speaking of the importation of 
silver iu or after the year 1878 ; do you attribute that 
to the high rate of discount and the demand for 
money ?— Yes, in 1876 and 1877 the average rate of 
discount rose very high, and that immediately seemed 
to draw silver from Europe. 

8965. Do you consider that there were any other 
important causes which bear on that importation of 
silver ; or was that the chief cause ? — I see on the 
diagram that the line follows approximately the same 
variation in almost every case. If there is a high rate 
of discount, the import of silver immediately increases. 
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In 1890-91, owing to the apprehension, I suppose, 
of the mints being closed, there was a very large 
importation of silver, and down went the Bank rate. 

8900. Was it not the case in 1877 that there had 
been a very heavy fall in the price of silver ? — 
There was a rise in the rate, of exchange in 1877. 

8967. Did that concur with a fall in the sterling 
value of silver? — No; that concurs with a rise in the 
sterling value of silver. 1877 was a year in which 
there was a little break in the drop in exclmuge. 

8968. The table which I have before me shows that 
the average price of silver was in 1 876-70 56£ pence 
an ounce, and in 1876-77, 52 J pence. A fall of 4r7. 
would conduce to sending out silver ? — I suppose the 
cheaper an article is, the more people will take of it, 
as a rule. 

8969. Was it not the case that there were heavy 
Government borrowings in sterling at that period ? — 
I have not the figures before me. 

8970. Government borrowing in silver would be 
another cause, would it not ? — There was a period 
from 1874-75 up to 1877-78 of very heavy borrowing. 

8971. Sterling borrowing as well? — Sterling 
borrowing as well. 

897*2. That would, so far as it went, be a con- 
tributing cause, would it not ? — I think so. Borrow- 
ing in sterling would probably reduce the amount of 
Council bills offering, and silver might be sent out 
instead. 

8973. I think you were alluding to the remarks of 
a previous witness as to the increase of business in 
the cotton mills of Calcutta. May I ask whether then? 
has been an increase in Bombay also, in out-turn ? 
Of course I am aware that in the plague year there 
would naturally be a less out-turn, but taking the 
succession of recent years, would you say that the 
number of spindles employed has been more or less? 
— The number of spindles has been increasing 
undoubtedly. 

8974. And the production naturally with it ? — 
Naturally. 

8975. That would point to a certain expectation of 
profit in the trade? ? — In Bombay they say it points to 
an expectation of profit on the, part of the agents, who 
get 3 pies a lb. on the production of the mills under 
their charge. 

8976. Still, I suppose, that is within the power of 
the employers to some extent? — Many of the mills in 
Bombay are worked on that principle. By employers, 
I suppose you mean shareholders ? 

8977. Yes, directors representing shareholders ? — 
Many of the mills are worked, on that principle, and 
there has been great complaint in Bombay about it. 

8978. Have you any information as to the profit 
or loss of the mills established in Japan ? — No, I 
have not. 

8979. As to the mills in China, have not some of 
them changed their locality, with a view of more pro- 
fitable business in a different spot ? — You cun hardly 
move a cotton mill. 

8980. You can start a new one ? — But you leave 
the old one up. I have got a list of the mills in 
Shanghai, and the mills at the out-ports, and also I 
see that another mill is being started at Hong Kong, 
but I have no information as to the? exact results. 
1 think I have already said that under Chinese 
management they gave very bad results. 

(Sir A. Dent .) That is the case. I think some of 
the Chinese mills are in a very bad way just now, and 
the mills under the management of Europeans seem 
to he iust holding their own, and one or two of them 
pay small dividends. That is the last news from 
Shanghai. 

8981. (Mr. Le Marehant .) I think you were 
alluding to difficulty in placing the shares or debentures 
of joint stock enterprises In India. Do you know if 
there has been an increase, or the reverse, of the capital 
of 'companies registered under Indian law in recent 
years ? — Oh yes, undoubtedly an increase. 

8982. Up to a comparatively recent date ? — Up to 
1896 certainly. 


> s 9S3. Do you consider that the recent absence of 
markets may be owing to some temporary causes r — I 
consider that it is owing to the closing of the mints. 

S9S4. But that has only taken effect in the last lew- 
months ? — Since the eml of 1890. The Bank rate ran 
up in the autumn of 1896 from 3 per edit, to 10 per 
cent. 

8985. Would you say that, with open mints, sterling 
capital went more freely into all forms of invest- 
ments, take railways for example ? — I have not had 
experience of sterling railway bonds, I do not know 
about that, but I do consider that as long as the 
mints were open there was a free, full How of capital 
from England for industrial purposes. 

8986. Has it not been necessary for the Govern- 
ment to raise capital for railways to a very lar<re 
extent in a sterling form and with a guarantee? — 
The Government have offered guarantees to private 
individuals and companies to induce them to make 
railways undoubtedly, a guarantee of 3 or 84 per 
cent. 

8987. Do you think that policy would have been 
pursued, if rupee capital could lmve been obtained at 
similar rates ? — Without the guarantee ? 

8988. Or even with the guarantee ? — Possibly not. 
Railways require such an enormous amount of capital. 
In our own case, where we only wanted 25 lakhs, there 
did not seem to be any difficulty in getting it. 

8989. You think it is a question of amount ? — Also 
I think on the Bombay side there are two or three 
railways which have been built in the same way with 
rupee capital. 

8990. Some have been subscribed since the closing 
of the mints, have they not? — Our own railway was 
subscribed since the closing of the mints, and before 
the stringency of money became effective. 

8991. In speaking of stringency, do you think there 
were any causes besides want of currency which 
contributed to it? — Of course there are always causes 
which are in operation ; for instance, we have busy 
seasons and we have slack seasons, and we expect 
to have dearer money in the busy season than in 
the slack season. 

8992. Did the Government expenditure on 3'ail- 
ways, war, and famine, withdraw money from bank 
centres? — I think probably the expenditure on war 
did withdraw a considerable amount of money from 
the commercial centres. 

8993. And the inability of Government to offer 
Council bills would, to a certain extent, have affected 
it ? — The failure to sell Council drafts is equivalent 
to being unable to draw money from the Treasury, 
The Council drafts are the means by which money is 
withdrawn from the Treasury. 

8994. And placed at the disposal of the market ?— 
No doubt. 

8995. But, in the absence of these, the market 
would to that extent have been bare of funds ? — Yes, 
the market always expects to be able to get these 
Council drafts. 

8996. That would have been a contributing cause ? 
— If the Government refuses to sell Council drafts, of 
course It tends to make money scarce. 

8997. But, if remissions of revenue are necessary, the 
Government cannot sell drafts as usual ? — If it has 
not money in the treasuries, of course it cannot 
sell Council bills. 

8998. It has been suggested that that money, 
wherever it may have been, would have performed the 
same service to trade as if it had passed through the 
Government into the hands of bunkers. Would you 
be of that opinion ? — Certainly not. Take the money 
that is expended on a frontier war. It takes a 
very long time for that money to dribble back into 
commercial channels. 

8999. And equally if the revenue was not collected, 
so that the rupees remained up country? — -If the 
people who cultivate the land have the rupees in their 
possession the revenue is not remitted, because they 
have to pay their rent, 

I) 4 


Mr. IF. H. 
C heet ham. 

15 N(w. 1S9S 



Mr. W. II. 
Cheatham . 

15 Not. 189S. 


Mr, 

JD. Graham, 
C.I.E. 


32 INDIAN CtUlllEN 

9000, Whore would you consider the rupees would 
he in ihe case of the Government remitting luxation ? 
— rt‘ Government. defers collecting revenue, it, is 
because they think the people cultivating the land are 
not in a position to pay it, and have not, got the rupees 
to pay 

0001. But, in the result, the funds would not he 
coming to the banking centres to the same extent as 
in the ordinary course* ? — If the Government lias 
not the money in the treasuries, it is not available 
for Council drafts at the banking centres. 

9002. And stringency to that extent would he 
increased ? — -Yes, certainly. 

9003. Do you think stringency arose to some extent 
from the tendency to remit capital out of India at that 
time ? — I think there was a tendency to remit capital 
out of India when exchange rose to about Is. 4 d., and 
there were a great many instances in which more would 
have been remitted but for the fact that the persons 
who wanted to remit it were utterly unable to realise 
their securities. Their securities or Government paper 
they could not realise, or they would have remitted. 

9004. Would the same cause have deterred capital 
from going out at that time ? — Not if there was 
remunerative employment in India. 

9005. But for the purposes of being lent for short 
terms ? — That is a question for bankers, not for me, 
We merchants do not lend money for short terms. It 
is part of a banker’s business. 

9006. Were the banks influenced by apprehensions 
of a fall in exchange ? — I think they wanted to 
be secure. Tliey were sterling banks, and they 
wished to have all their capital, at all events, in the 
standard of which their capital was composed - 

9007. But it would he the anticipation of an eventual 
fall of exchange that would determine them ? — I 
suppose so. 
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1-008. How iar, with open mints, would I he same 
conditions occur, if the sterling price of silver worn 
falling? — I think that is a banking question. As 
far as a commercial man is concerned, I think, if he 
sees remunerative employment, for his money in India, 
he will send it out. J do not think that we bad any 
difficulty in getting money when the mints Avert* open. 

9009. But discount, rates did rise frequently in crop 
seasons ? — Of course there worn fluctuations, some- 
times high and sometimes low. 

9010. But there was a frequent recurrence of high 
rates? — As a rule the rates always rise in the spring, 
about January and on until April, and then they fall, 
and in the autumn months you have the lowest 
discount rates. 

9011. Can you point to any previous occasion when 
there Avas such a concurrence of circumstances— Avar, 
famine, and plague — contributing to stringency ? For 
instance, it was not so in 1877-78? — No, perhaps not. 
1 do not suppose there have been so many circum- 
stances concurring before. 

9012. If a gold standard Avere established, and con- 
fidence were secured, do you consider there would then 
be the same difficulty about money lioAving out to 
India? — If there were confidence, I believe the money 
would go out ; but I do not see bow you can establish 
confidence in a gold standard. 

9013. In the case of other countries that are on a 
gold standard, for instance, the United Slates and 
England, do you consider that money flows to and 
fro easily? — -Yes, it conies very easily indeed. Of 
course, very often it is not necessary to send money, 
because it can be adjusted by bills and banking faci- 
lities, but gold does come freely from the Linked 
States, and goes back there freely on occasion. 

9014. Still the possibility of its moving easily 
mitigates the difficulty to a large extent ? — It obviates 
the necessity of moving it very often — the fact that it 
can be moved so easily. 
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Mr. Donald Graham, C. 

9015. (Sir F. Mowatt.) Will you state your quali- 
fications? — I am an Indian merchant, a member of 
the firm of William Graham & Go. My head-quarters 
are in Glasgow. 

9016. You are also a member of the Glasgow 
Chamber of Commerce ? — Yes. 

9017. Do you attend here as representing them ? — 
No, simply as representing my own vie\A T s. 

9018. And as regards your firm, do you represent 
their views ? — I am speaking for myself, but I ought 
to explain that my partners generally concur Avith me. 
There are tAvo who do not. There are two who are 
in favour of a gold standard, if it can he managed ; 
but both are against currency contraction. One thinks 
that conA r ertibility might be guaranteed by the Imperial 
Government. 

9019. The evidence }'ou are giving to-day is 
practically your own evidence ? — Practically my own 
evidence. 

9020. ( Sir J . Muir.') And that of the majority of 
your firm ? — The majority, except the two I have 
mentioned. 

9021. (Sir F , Mowatt .) As I shall have to take 
you over very much the same ground as the witness 
who preceded you, perhaps I may, with a view to 
shortening your evidence, ask you generally whether 
you agree with the evidence Mr. Cheetham has given. 
First of all, did you hear his evidence ? — I heard a 
good deal of it. 

9022. Does that generally represent your own 
views ? — Yes, generally. I might express myself 
differently perhaps in some ways. 

9023. You were not called before Lord Herschell’s 
Committee ? — No. 

9024* But you wrote a letter to Lord Herschell 
which Avas printed in the blue book ? — Yes. 


I.E., called and examined. 

9025. Practically, do you adhere to what you said 
in that letter? — 1 adhere to the evidence I then 
brought forward. 

9026. We may take it, therefore, that you were 
opposed to the closing of the mints, in 1893 ? — Y r es. 

9027. And were, you opposed to it on the ground 
which the previous witness went into, or Avould 
you like to specify the particular grounds on which 
you base your opposition ? — Perhaps I bad better 
specify my own grounds. The first objection I had 
Avas, the depreciating of the value of the silver orna- 
ments of the natives. I thought it Avas a wrong done 
to the people of India, and impolitic, 

9028. That assumes that the silver ornaments had 
been purchased Avhen the rupee was at a higher price ? 
— Well, they Avere purchased at the rupee value, 
weight for Aveight ; they were the same value as the 
rupee, whatever its sterling price was. 

9029. But the value of the rupee lias increased 
since that time. Many of these ornaments may have 
been bought when the rupee Avas leaver than it is now ? 
— -Yes, but in old times the silver in ornaments was 
always of equal value, weight for weight, with rupees. 

9030. What I wanted to have explained was this. 
In the case of an ornament purchased when the rupee 
was at 1,9. 2df., if it Avas brought out and sold when 
the rupee was at 1$. 4 d, 9 the owner would not lose so 
much by it? — Well, the owner would knoAV nothing 
about the sterling value of silver. He simply sold it 
for rupees, weight for weight. 

9031. But he might not lose appreciably ? — If it 
was separated from the rupee, he would lose. 

9032. Although he bought it when the rupee was 
of a ioAver value ? — Yes. 

9033. (Mr. Campbell.) With open mints he would 
always get 106 rupees for 100 tolas, whereas now he 
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would got 70? — Exactly; when the mints were closed 
he would only get 70 as against 106. 

9034. (Sir J. Muir.) Therefore, there was a heavy 
loss ? — A heavy loss. My point was that, from time 
immemorial, the native holder of ornaments had been 
accustomed to look upon ornaments as weight for 
weight the value of silver rupees By the closing of 
the mints he was deprived of that, and his ornaments 
were depreciated in realisable value by about 30 
per cent. My second point was that I thought too 
much stress was laid on the difficulties of the Govern- 
ment, and too little thought given to the interests and 
wishes of the people. 

9035. (Sir F. Mowatt.') Do you distinguish the 
Government, acting for India, from the people them- 
selves? — Well, I think the Government distinguished 
themselves as something separate from the people, 
and that I thought wrong. 

9036. When you say that too much stress was laid 
on the difficulties of the Government, is it that you 
consider that the Government need not have called 
for greater taxation ? — I thought they looked too 
exclusively, upon the]difficultie3 of the Budget, and not 
enough upon the effects of what they were going 
to do. 

9037. It is not that you denied that there was 
great Government stress, but you say there were other 
considerations which outweighed it ? — Yes. Then I 
expressed the view that, had exchange not fallen, great 
loss and suffering would have resulted from the 
depreciation which must have taken place in the 
rupee prices of commodities. I am strongly impressed 
with the feeling that the prosperous development 
during the period 1876 to 1896, would either not 
have taken place or would have been greatly retarded. 

I expressed the view that, while I had no doubt of the 
ability of the Government to raise exchange by the 
restriction of the supply, I was of opinion that this 
would involve risk of loss, or even disaster, in other 
directions. I alluded to the practical difficulty of 
procuring a gold reserve such as would make the gold 
standard effective, while still continuing to give a 
sufficient supply of silver currency, as in the cases of 
France and America, to which the then proposed 
scheme had been likened. I remarked that India was 
a country of seasons — That, while the value of money 
might sometimes rise in the active season to 12 or 
15 per cent., it might fall to or 2 per cent, in the 
idle season. Under an automatic system the supply 
would adjust itself, but I failed to see how the 
Government, under an artificial system, could so 
regulate the quantity as to give a sufficiency at one 
season without causing an inconvenient redundancy at 
the other. No one, I thought, could estimate the 
amount of injury which might be caused to the trade 
during its active period by artificial scarcity. I 
referred to Portugal, about which I had some personal 
experience ; the fall in exchange there having been 
greater than in India, although up to 1891 the 
currency was believed to be upon a good basis and 
so definitely fixed that contracts were made indiffer- 
ently in “ libras,” or in milreis, in the belief that the 
two terms were synonymous, but yet there came a 
great and sudden collapse. Then I referred to 
native opinion. I was at that time in correspondence 
with Mr. Sorahjee Bengalee, C.I.E., a Parsee gentle- 
man of conspicuous reputation for high ability and 
financial experience, one of the most highly regarded 
and thoroughly representative men of Western India. 
He expressed himself in the strongest terms against 
the policy of the proposed closure of the mint. 
Mr. Sorabjee has since died. Those are the points 
that I brought forward in 1892. 

9038. And you remain of the same opinion? — I 
remain of the same opinion, and I think that subsequent 
events have justified the views expressed. 

9039. Do you consider, therefore, that the mints of 
India should now be opened to silver again ? — Yes, 
I think it must come to that. 

9040. Would you contemplate that being done at 
once, or by gradual processes, such as we have had 
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described in the evidence put before us ? — I should 
like it to be done gradually, if it possibly could be 
so done. The chief point is the stringency of money; 
and if that could be relieved — if, for instance, -when the 
Beugal Bank rate went up to G per cent., or above, 
the Government were to buy silver and issue rupees in 
moderate quantities, say, a erore at a time — that 
would relieve the stringency, and, by raising silver 
and reducing the value of the rupee, it might 
possibly in course of time bring about an approxi- 
mation of the two, and then would comean opportunity 
to open the mints. I do not think there is any 
urgency, so long as the money market is kept relieved. 
That is my chief point. I doubt also if the full effects 
of the closing of the mints have yet had time to 
show themselves. I think the mischief is in the 
stringency of the money market, and, if that is relieved 
in some way or other, I think the question of opening 
the mints might possibly be left alone ; it might be 
delayed, perhaps. 

9041. And the test of the necessity would arise 
when the rate of discount rose very much ? — The 
rate of discount. 

9042. You said that you were sensible of the stress 
of the Government’s difficulty in 1893. Do you 
consider that the same difficulty would attend them 
now ; that is to say, that payment of their gold 
interest would necessitate either borrowing or an 
increase of taxation ? — Undoubtedly, in the first 
instance, yes. I would look upon it, more or less, as 
temporary. 

9013. You would consider that the growth of 
prosperity that would result from the opening of the 
mints would be such that the product of the present 
taxation would in fact increase ? — That is my view ; 
and for this reason : I think there is no loss to the 
country; there is a loss to the Government, but a gain 
in other quarters. It does not make any difference to 
the country, as a whole, what the rate of the rupee is. 

9044. But still the country, as a whole, would have 
to find the money ? — The country would not have to 
find any more. 

9045. You think the Government could continue 
to pay an additional 8 or 10 crores, or its sterling 
equivalent, and yet the country would not suffer ? — 
The country would not suffer, because the country 
would gain in other ways. 

9046. Have you considered at all, or do you regard 
it as outside your evidence, what taxation would be 
possible in the meanwhile, or would you have recourse 
to borrowing ? — I would avoid borrowing. I would 
rather tax than borrow. I think it would be a pity 
to borrow. 

9047. Have you at all considered what taxes would, 
in your opinion, be necessary? — To begin with, I 
think, there would be a great saving in opium. If 
you raise the exchange on China, assuming that the 
China price remained the same, there would be a 
great jump in the rupee price of opium. That I 
calculate would give you something like crores. 

9048. You look upon that as a permanent increase ? 
— As a permanent increase, assuming the dollar price 
in China remained the same. 

9049. And that the amount of the opium trade 
remained the same ? — Assuming that, yes. 

9050. Then you would recommend import and 
export duties? — I would recommend import duties 
because, I think, the trade would bear it. 

9051. And export duties? — Export duties, I think, 
might he a necessity, although I do not like them. 

9052. Imposing the two would hardly amount to 
an encouragement of trade ? — If, as presumably would 
be the case, prices rose as exchange fell, then the 
produce would be able to bear the strain of taxation. 
There are objections of one kind or another to all 
taxes, but it is necessary to raise the revenue in some 
way. Prices presumably would rise. 

9053. You assume that prices would rise, if exchange 
fell ? — I think that is the natural inference. 

9054. Then you allude to death duties ? — I do not 
know whether that has ever been suggested or not ; 
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but I know there has been a feeling in India that the 
wealthier classes escape taxation. Of course, I 
appreciate that it is a very difficult question, especially 
in view of the Hindu laws of inheritance. 

9055. I understand you as only just indicating 
these points? — That is all. 

905(5. You would be of opinion that from these 
four sources the Government might raise the ad- 
ditional 8 to 10 crores of taxation required ? — Yes 
There is another item I have jotted down, namely, the 
railway revenue. I think it would be quite fair for 
the Government to increase railway rates on the same 
ground I have mentioned, namely, that, if prices rose, 
commodities would be able to pay so much more for 
transport, 

9057. You would not say that the rates are now 
fixed upon the basis which is thought likely to produce 
the largest revenue ? — That is so ; but, if prices rise, 
as 1 assume they would, commodities would be able to 
pay so much more. 

9058. Then the whole of your argument rests on 
the assumption that opening the mints to silver would 
result in a considerable rise in prices ? — I think so, 
yes, as well as on the belief that there can he no real 
advantage to India from the mere raising of the 
value of the rupee. 

9059. Do you consider that the opening of the 
mints would have the effect of increasing stability of 
exchange ? — I think it would now. 

9060. Now, as distinguished from before 1893 ? — 
Yes. I think there were exceptional causes which 
broke down the price of silver, but I think those 
causes have now exhausted themselves. There was 
the demonetisation of silver in Germany, and there 
were the discoveries in America, the increase in the 
production of silver; and there has been a scare about 
silver all over the world which, I think, has been 
carried too far* If the mints were opened in India, 
I think it would be a signal for more confidence. 

9061. More confidence in the future of silver? — 
In the future of silver ; and I think there are great 
hopes for the future of silver. Africa is coming 
forward and China also, and, I think, there will be an 
immense consumption of silver in the future ; and 
there are no exceptional causes, as far as we can see, to 
send it down. 

9062. Would not a large production of silver have 
a tendency to lower the price ? — No doubt. How far 
that would be so it is impossible to say. 

9063. But does your argument assume that you 
have touched bottom with the fall of silver now ? — 
That is my opinion. 

9064. In speaking of the benefit to the trade of 
India generally of the free coinage of silver, would 
you say that the benefit was general, or that the 
benefit would be felt by particular classes ? — I think 
it is general, for this reason : I think in a country like 
India you want a free and large and cheap and abun- 
dant currency, and I think you can only get that by an 
open mint. 

9065. When you say “ cheap ” currency I am not 
sure that I follow you? — I mean ample. Of course 
ic might be too cheap. I see there has been reference 
• to it tn the examination of previous witnesses. It 

was said : “ If it was an advantage to India to have ex- 
u change at I-s. rather thaD Is. 4d., therefore it must be 

so much better to have it at 6c?. or at 3c?. or at 2d,< — 
a a reductio ad absurditm ” Of course there is a limit ; 
there is a limit of suitability. I say when the rupee 
gets below a certain point it would be unsuitable ; but 
so far as we can see there is no possibility of that. 

9066. Can you indicate, roughly, at what price you 
consider it would be unsuitable ? — It • is impossible to 
say exactly, but as long as it is a fair standard of value, 
suitable for the wants of the people of India, it would 
be all right. I think the people themselves are the 
only judges of the point at which it would cease to be 
suitable. 

9067. I am not quite sure that I follow you even 
■ 5 hbw. Boughly, should you contemplate the possibility 

of : a fall below 10c?. rendering it unsuitable ? — I 


would not say below 10c?. I think that would still be 
suitable, hut it would gradually get less and less suit- 
able, if it got much below that ; if, to take an extreme 
example, it became like copper, it would be too bulky 
to be suitable. The people of India themselves are 
the only judges of the point at which it would cease 
to be suitable. 

9068. You consider, I think, that the real necessity 
for the opening of the mints is to prevent the very 
high rates and the stringency ? — Yes, that is my 
opinion. 

9069. Now, takiug the extreme stringency that we 
have had before us this last year, you were present 
when Mr. Le Marchant was examining the previous 
witness as to the causes other than the mere contrac- 
tion of currency which affected that ? — Yes. 

9070. Without taking you through all the causes 
that were put forward, do you appreciate that the 
other causes had that effect? — Yes, I concur in that 
view that they must have had some effect. 

9071. A comparison between the rates charged in 
India with those charged in England, would not be 
quite a fair comparison, would it, because the normal 
rate is lower in England than it is in India ? — Yes, I 
agree in that. 

9072. Do you hold that the stringency was general 
through the internal trade in India, or was it limited 
to particular localities ? — I can only speak of my 
own knowledge for the Presidency towns. 1 know it 
has been said that it was not felt so much in the 
districts. I cannot speak as to that. 

9073. As regards the Presidency towns, it was 
generally felt ? — Yes, very severely. 

9074. Does it coincide with your own experience 
that the native bankers were at that time lending 
money considerably below the bank rate ? — I have no 
knowledge of that. & 

9075. I see it is stated that one of the native 
bankers was lending at 6f per cent., while the Presi- 
dency Banks were charging 10 per cent. ? — Yes ; that 
did not como within my expeiience. I can hardly 
understand it, there must be some explanation. 

9076. The explanation was that they had not a 
fixed rate, hut that it depended entirely on the 
security and the shortness of the loan ? — Of course the 
period of the loan would make a great difference. 

9077. On the whole, assuming the mints are not 
opened next year, should you foretell as great a 
stringency ? — I think it is quite possible not. Every- 
one seems to expect it, and very often, when that is 
the case, everyone makes such ample provision that it 
is guarded against. That might happen this year. 

9078. That rather suggests the idea that provision 
can be made to prevent stringency ? — Well, to a 
certain extent, not altogether. 

9079. Just in the same way as a famine foreseen is 
a famine provided against ? — Yes. 

9080. You have heard the previous witness say 
that, since the fall of silver began, prices in India 
have risen very much ? — Well, I have tried to get at 
the prices, but they are all governed by so many 

. different circumstances that I found if. impossible to 
draw any real inference. 

908 i. I will not take you through the figures, with 
which I have no doubt you are familiar, but, as a 
- general impression on your mind, should you say that 
they have risen ? — If you take any particular article 
and examine it, you find there a number of causes 
which affected it. I have found it impossible to draw 
any definite conclusion. . 

9082. But upon the whole you would not consider 
that the prices have generally risen materially ? — 1 do 
not think so. The prices of imports and exports at the 
Presidency towns 1 do not think have altered much. 
I have compared the prices given in the Bombay 
Chamber of Commerce reports for 1877 and 1897, 
and I find them almost identical. 

9083. I was thinking more of the ordinary prices of 
the food stuffs of the people? — I have tried to get at 
that, and I have found myself unable to draw any 
definite inference. 
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9084. Without taking you through the reasons — 
because, if you entertain the opinion, the reasons are 
pretty clear — you say that a falling exchange as opposed 
to a fluctuating exchange stimulates exports ? — Yes, 
undoubtedly, I think so. 

9085. And you hold that the limit of the fall of the 
rupee, at which that ceases to be true, is what you have 
already indicated, viz: — the suitability of it ? — i r es. 

9086. Are you familiar with the China trade ? — No, 
not at all. 

9087. Or the output of the Indian cotton mills ?— 

I have no special information beyond what is open 
everyone. 

9088. Is it one of the grounds of your feeling in 
favour of the opening of the mints, that prices are, as 
a fact, steadier in silver countries than elsewhere ? — I 
think they have been practically steady in India. 

9089. I do not know whether your objections to a 
gold standard in India are on the ground of its 
impossibility or on the ground that it would not serve 
any good purpose ? — Both. 

9090. The impossibility depending on the 
amount of the reserve fund which wo uld be necessary ? 
— That is one reason. 

9091. Do you consider that that fund must be 
larger than the amount indicated by those who take 
the Government view ? — I think it is almost impossible 
to say what would be necessary, until it is actually tried. 

9092. In saying that, do you refer to the possibility 
of increased hoarding ? — There again, also, we do not 
know at all what would happen in the way of hoarding. 

9093. Have you formed any idea of the amount of 
the reserve fund which would be necessary? — Well, 
Sir John Muir asked the last witness if 50 millions 
would be about it. I should put it at something like that, 
but it is a mere guess. That is the kind of feeling I 
have in my mind. 

9094. I think we have gone over the ground pretty 
well with the previous witness. Have you any other 
observations you would like to make t — There are one 
or two notes that I have made. I noticed in Sir 
Edgar Vincent’s evidence, he recommended that 
instead of Council drafts it would be better if the 
Government altered the system altogether and pur- 
chased bills in India. I think the Committee should 
consider very carefully before adopting that recom- 
mendation. It was tried once before about 20 or 25 
years ago. The Government bought some bills in 
Calcutta and it created something like a panic in the 
market. The Bombay Chamber of Commerce took the 
matter up at the time and expressed a strong feeling 
about the mischief that had been caused by it ; and they 
passed a resolution, which was sent to the. Government, 
to the effect that, considering the enormous influence 
which the Government remittances had on the exchange 
market, the proper thing was to fix the general policy 
at the beginning of the year, and to adhere to it, unless 
for some very special reasons, very much as it is now. 
Then I have a note here about the China trade. Sir 
James Mackay gave statistics of the exports cf raw 
cotton and cotton yarn to the Ear East, but he omitted 
to give the exports of cloth, which is a very material 
point. I think that ought to have been given, because 
it alters the argument very much. His point was 
that there had been no falling off; that there had been 
rather an increase in trade with China in cotton and 
cotton yarns ; but, if he had given the yardage of cloth, 
it would have told a very different story. 

9095. (Sir A> Dent,) That is a very small item, is 
it not ? — I have the figures here. 

9096-7. (Sir F. Mowatt .) Do you say it affected 
his total ?~ No, it affected his argument. 

9098. Will you give us the figures, and we can see 
how far it affected his argument ? — There was a steady 
increase up to 1895-96. 

9099. Will you give us the exact figures? — 
92,662,327 yards in 1895-96. 

9100. From India or from Bombay ?— This is from 
the whole of India to the Far East. It is corres- 
ponding with the figures that Sir James Mackay gives. 
In 1896-97 it fell off to 74,577,344 yards. In 


1897-93 if fell to 62,251.715 yards — a falling off 
which has still been going on. 

9101. (Mr, Campbell .) The value is very small com- 
paratively, is it not? — The value was Rs. 1,49,89,631 
in 1895-96. and it fell off to Rs. 1,06,43,893 in 
1897-98. This is to all countries; it. is mostly to 
China and Japan. 

9102. (Sir A, Dent) And it is all grey cotton ? — 
All grey cotton. 

9103. Unbleached ? — So I understand. Then there 
is another correction which is a very important one — 
the quantity of silver coin in the country. In Mr. 
Harrison’s evidence lie gives it as 120 crores. 

9104. (Sir F. Moicatt.) You mean circulating ? — 
That is his estimate of the current coin in India. In his 
previous examination in 1892 his evidence, based on a 
similar calculation, brought out a very different result 
— that there were 1664 crores in active circulation and 
50 crores in hoards. That is in the Herschell Blue 
Book, page 308. 

9105. I do not think that the total 120 crores 
that he mentioned in his evidence the other day 
included hoards ; that was the active circulation ? — 
Yes. 

9106. Still the comparison is between 1664 crores 
and 120 crores ? — Yes. I do not know whether there 
is any explanation, but it shows the difficulty of 
ascertaining what the amount of existing currency 
really is, and it is a very, very important point, in 
connexion with any scheme involving convertibility. 

9107. (Sir J. Muir.) It is a large divergence ? — 
Yes. Then there is another point. There is a 
great deal said in the evidence about the speculation 
that was caused by a fluctuating exchange before 
the mints were closed. I would like to say that my 
experience is not that at all. I think the movements 
in exchange gave rise to the present system of covering 
or securing exchange, both in the import and export 
trade. 

9108. (Sir F. Mowatt.) You think it rather checked 
speculation? — Yes, it rather checked speculation. 
That is my experience. 

9109. Both before and since the closing of the 
mints? — Yes; there is another point that I have 
referred to, namely, the difficulty of securing exchange 
on account of the uncertainty of the money market. 
Debts are not paid with the same promptitude as 
formerly, and it is almost impossible to calculate 
when money will be paid ; and therefore it is veiy 
difficult to arrange about forward contracts. 

9110. Was not that equally so before the closing 
of the mints ? — No, because debts were paid so much 
more promptly and regularly. Then I notice that 
Mr. O’Oonor referred to the gold movements for the 
last five years. He said the large gold exports had 
been caused by the famine. There is a mistake there, 
because the large gold exports were made in 1894-95 
— before the famine. I think the explanation about 
the gold movements is the sudden rises or falls of 
exchange. When there is a sudden fall of exchange, 
there is a natural tendency to export gold. Before 
the bazaar price of gold responds to the fall, it becomes 
very suitable as a means of remittance. That has 
always been the case. When there has been a sudden 
fall of exchange, there has been an increased export 
of gold. 

9111. It means a rise in the price of gold ? — A rise 
in the price of gold, but the price does not respond 
just at once, and therefore it becomes profitable as a 
remittance. 

9112. (Sir J. Muir) You have given us your views 
as to the means by which the Government of India 
might increase revenue if they were so disposed ? — 
Yes. 

9113. You referred to opium, and you referred to 
import duties ? — Yes. 

9114. You mentioned that in 1897 the import 
duties amounted to 3f crores, and you think that by 
doubling the rates an increase of 3f crores might he 
secured ? — Yes, I think so. 
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1 5 Nor. 189 8. accura t e ^ ea as j 0 that, and as to the effects it would 
have on your own business. I take it, you do not see 
any difficulty, in so far as your own business is con- 
cerned, in the rates of import duties being doubled ? — 
No, I think it is a lesser evil than to have a stringent 
money market. 

9116. You agree with me that it is the great duty 
of those who desire the prosperity of India to do all 
they can to increase her export business ? — I think so, 
undoubtedly. 

9117. We have had witnesses who took another 
view, such as Sir James Maekay and Mr. Allan 
Arthur, in whose views I do not think you concur ? 
— -Not altogether, no. 

9118. Then, as regards export duties, you are of 
opinion, I* gather, that the export of jute might be 
fairly taxed, and also an export duty might be put 
upon tea, provided the Is. 4 d. rate were discontinued, 
which is a severe tax itself upon tea ? — That is my 
view, especially as it has come out in the evidence 
that tea pays an export duty in China. 

9119. You would, then, see no difficulty in an 
export duty of, say, 10 per cent, on tea and jute, 
which would bring in an income of 2 or 2^ crores ? — 
Yes. 

9120. In point of fact your view coincides with 
that of a great many of the merchants of India — 
merchants in Calcutta, Bombay, Madras, Karachi, and 
elsewhere, who think that the Government raise diffi- 
culties unnecessarily with regard to what they think 
the great difficulty of increasing the revenue from 
taxation and from further duties ? — Yes, that is my 
view. 

9121. And that view is held by a very large 
number of the merchant classes throughout India ? — 
Yes. 

9122. In fact, the Government seems to have made 
up its mind that, in order to square its Budget, the 
great thing is the 1$. 4 cl. rate, irrespective of the 
disasters it would bring ou the mercantile classes in 
India ? — Yes, that is so. 

9123. Then you bring in here the death duties. I 
believe you have given to that subject some little 
consideration, and, personally, I should give a good deal 
of weight to your opinion upon the matter? — I ex- 
plained to Sir Francis Mowatt that it was merely a 
suggestion. I know there are great difficulties in 
consequence of the Hindu law of inheritance, and 
there are other questions which make it a very serious 
matter, but I had not noticed that it had been referred 
to at all in the evidence so far given to the Committee, 
and I just mentioned it. 

9124. You are aware also, are you not, that there 
is a feeling that the wealthy natives of India escape 
the taxation that they ought to bear ? — Yes. 

9125. And there is a feeling of injustice abroad in 
India with regard to that? — Yes, a feeling that they, 
might fairly contribute more than at present. 

9126. In point of fact, you think that, if it is a fair 
and just thing in this country to exact death duties, it 
might be just to apply the same thing in India ? — I 
think, if there were not local difficulties, it would be 
just; and that, without pressing at all on the poor 
people unduly, a large revenue might be procured 
from the wealthy people who are now escaping taxa- 
tion. I think that is a subject that ought to be fully 
considered. 

91 27. Then, as regards railway rates ; if the country 
becomes more prosperous than at present, and there 
is a large population moving backwards and forwards 
with more money in their pockets, they can afford to 
pay higher rates for railway accommodation ? — Yes. 

9128. ( Sir F. Mowatt .) Do you regard it as right 
that the rates and fares on the railways should be 
altered according to the means of those who use the 
railways or fixed with reference to the necessary cost 


of +he traffic ? — Well, both will have to be con- 
sidered. 

9129. I should like to understand whether Sir 
John suggests, and you accept, the view that, as the 
poor people may have money in their pockets, and are 
able to travel more, the rates of the railways should 
be put up ? — I was not thinking of passenger rates ; I 
was thinking of traffic rates. If prices rise, com- 
modities can afford to pay more for cost of transport. 

9130. ( Sir J. Muir.) You were glancing at the 
rates charged by banks when making advances, and 
as to what might perhaps happen in the busy shipping 
season ; are you aware that severe strictures have been 
passed on the Government for tying the rupees, and 
not allowing the banks of Bengal and Madras and 
Bombay to have the use of those rupees? — You mean 
in the Treasury balances. I think something ought 
to he done in that way. 

9151. It has been a severe complaint, especially in 
the last year, when the rate went up to 10 per cent, in 
Bombay, Calcutta, and Madras, and 13 per cent, in 
other places, and when, with all that, money could 
not be obtained in Bombay even at 18 per cent. Do 
you think it would be well if some arrangement could 
be made .for the Treasury to let free some of the 
rupees that are kept tied tip irrespective of the loss 
and difficulty that are entailed on the merchants and 
people of the country ? — I hope that, now the subject 
has been referred to, some arrangement may be made. 
I have been hoping that. 

9132. You are aware that there has been a great 
feeling of discontent created throughout India by the 
Government policy last season ? — I know it lias been 
commented upon. 

9133. Then, I see that you make special reference 
to the figures produced by Mr. O’Conor, which you 
think convey a misleading impression with regard to 
the Manchester goods trade. Will you kindly explain 
wherein you think Mr. O’Conor was wrong? — The 
comparison was given, naturally enough, perhaps, for 
10 years, 1886-87 to 1896-97; but the year 1886-87 
was rather a misleading one to take, because it happens 
it was a year of great activity itself ; there was a 
sudden increase in that year. It was 5 crores more 
than any previous year. Therefore, the comparison 
of it with those following it would create a wrong 
impression. As a matter of fact the increase over 
the whole period has been very steady and continuous. 

9134. Will you state the figures? — A more accu- 
rate idea, perhaps, is given, if you commence from 
1876-77, which was the year of the first great fall 
in silver. The yardage in the year 1876-77 was 
1,187 millions; in 1893-94, the year the mints were 
closed, the yardage was 2,130 millions. Similarly, 
eotton yarn increased from 33£ to 42J million lbs.*, 
and that is in spite of the great competition of 
the local mills which, as the previous witness 
has shown, has taken away the whole trade in 
coarser cloths and yarns from Lancashire. As a 
matter of fact, the trade has steadily been increasing 
all through, and therefore it is a mistake to suppose, as 
implied by the figures from 1886-87 to 1896-97, that 
it was only stationary. 

9135. Do I understand that you estimate that 
232 millions of yards of these cloths have been lost to 
Manchester ?-t— T hat is my calculation. 

9136. Under the old regime, do I understand you 
to say that merchants, conducting such businesses as 
Balli’s and yourselves, had no difficulty whatever so 
far as exchange was concerned, because you knew the 
price at which to buy the goods in Manchester, you 
knew the price at which you could sell in Calcutta, and 
you could fix exchange forward ? — Yes, that was done 
through the exchange banks. 

9137. And there was no difficulty in conducting 
business in that way? — No, not at all. 

9138. (Sir F. Mowatt .) It is now more difficult 
to fix the exchange forward ? — Yes, on account of the 
difficulty of calculating when you will be paid your 
debts. 
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9139. Do the banks demand a higher rate ? — Xo. 
I mean that, on account of the uncertainty in the 
money market, you cannot rely on getting your debts 
paid. Much larger credit has to be given now. 

9140. ( Sir J. Muir.) It is more difficult now to 
recover debts, and larger and longer credits have to 
be given by the bunneahs ? — Yes. 

9141. And all that tends to make business more 
difficult ? — Yes. 

9142. And there are greater risks P —There is 
greater uncertainty. As a matter of fact, the outstand- 
ing accounts of my firm, which used to form 16 to 18 
per cent, of the total business, have latterly increased 
to over 30 per cent. Of course, the plagne and famine 
have had something to do with that. I would not say 
it was all owing to the stringency of money, but that 
is the chief cause. 

9143. And the same rules which are disadvantageous 
to vour business affect other houses with a similar 
business ? — I presume so. 

9144. ( Sir C Crosthwaite.) You blame the Govern- 
ment for distinguishing between what you think 
were Government interests and the interests of the 
whole country ? — Yes. 

9145. Do you think that a Government which 
takes a certain course in order to avoid the necessity 
of putting more onerous and difficult taxation on the 
country can be justly blamed in that way ? — But that 
is my point, that there would be no increase of 
taxation on the country as a whole. 

9146. You think not? — I think not. The debts 
are paid in produce at the gold value, and therefore it 
makes no difference. 

9147. Quite so, for India as a whole, I admit. Your 
principle is that the rupee is a mere medium, that the 
real exchange is an exchange between Indian -produce 
and European produce ? — Exactly. 

9148. And that, therefore, the real question is the 
sterling price of Indian produce ? — Y r es. 

9149. And you think that, if the mints are reopened, 
the deficit that will follow, owing to the greater 
number of rupees which Government will have to iind 
in order to pay the home charges can easily be met 
by increased taxation on the country? — I think it can 
be met. I will not say easily, because I quite realise 
that there will be difficulties ; but it can be met, and 
my point is that that is a lesser evil than that of 
forcing exchange by artificial scarcity. 

9150. You also think that a fall in exchange will 
stimulate the exports ? — Undoubtedly. 

9151. That is to say, there will be more exported 
from India ? — Yes, there will be a stimulus to pro- 
duction and more exports. 

9152. I suppose you admit that to export more 

from India merely, in itself, is not necessarily a good 
thing? — Oh, yes ; I look upon a country as like a 
great manufactory. Its first charges are its own 
requirements and 

9153. For instance, if 1,000 tons of wheat are 
exported from India now and fetch 1,000/., it will 
be better for India under open mints to export 2,000 
tons for 1,000/, ? — Yes.* 

9154. The mere fact of increasing the quantity, 
irrespective of the price obtained, is good, you say ? 
— Yes, I say it is good because it increases production 
and gives employment to the people. 

9155. Would you apply that to any private in- 
dividual — t!i at if he can sell a ton of any article for 1/., 
it is better for him to sell 2 tons for 1/. ? — There are 
fixed charges, and the on-cost. Up to that point 
there is no profit. The profit begins after that. As 


* Note by Witness . — This answer requires explanation. I do 
not seem to have followed the exact meaning of the question. 
The idea that open mints would so affect sterling prices is one 
to which I am opposed, and in my reply I was thinking only of 
the advantage a country must have in finding a market for its 
surplus produce. The circumstances which could have brought 
about such changes in values must have been accompanied by so 
many other changes of an economic kind that it would have 
been impossible to reply directly to the abstract question as I 
now read it. — D. G. 


you increase the quantity, the advantage goes on in 
an increasing ratio. 

9156. Bm; can you apply that to the agricultural 
products of a country which is worked in small 
tenures ? — Yes, most certainly. 

9157. The more they pay out, the better, no matter 
what they get ; the more they export the better, no 
matter what they get ? — Well, of course there is a 
limit to that. 

9158. That is wffiat it comes to — the more they 
export, no matter what the price is, the better for 
them ? — Xo, I would not say that. 

9159. Therefore it is a question of sterling price? 
— Sterling price, undoubtedly. 

9160. If you stimulate production in this way by 
opening the mints and having cheap silver, will you, 
or wilL you not, lower the price ; is not the effect to 
lower the sterling price if you pour quantities of 
Indian produce on the market ? — I do not think so. 
It may have a small effect. It is a question of supply 
and demand. If the supply is in excess of the 
demand, then the price is forced back on the cost of 
production, but, if the demand is equal to the supply, 
or in excess of it, then the price is governed accord- 
ingly. In such great articles of Indiau produce as 
wheat and cotton, they are influenced by other cir- 
cumstances altogether. To a slight extent possibly 
the quantity from India may affect the price, but it 
can only be a small per-centage. 

9161. Then in^ what way does low exchange 
stimulate the exports ? — Because the cultivator, 
instead of selling his produce for 12 rupees, gets 
13 or 14 rupees. 

9162. He gets more rupees ? — He gets more rupees, 
and he is able to cultivate more. He is encouraged 
to take in more land and to put it under cultivation. 

9163. Then you think he does get more rupees ? — 
Yes. 

S164. Y r ou think that prices in India do rise ? — 
They must rise, if exchange falls. Cotton, for in- 
stance, must rise at the port, and that must reflect 
itself sooner or later on the grower. 

9165. But I understand you to say that silver 
prices in India do remain pretty steady ? — They have 
done, because there has been a considerable fall in 
gold prices. 

9166. If silver prices in India have remained 
steady, then the cultivator cannot be said to have had 
more rupees ? — Well, taking it in that way ; but on 
the other hand, if exchange had not fallen, if silver 
had remained at its old level, he would have had to 
accept fewer rupees. 

9167. He might have got less rupees ? — He might 
have got less rupees, and lie would have suffered very 
much. 

9168. Then you say, never mind about the taxa- 
tion, because the country will get so many more rupees ; 
but what certainty have we that the country will get 
any more rupees ? All that has happened hitherto, 
according to your own statement, is that the cultivator 
has not got as many less rupees as he would probably 
have done if the fall of silver had not for him counter- 
acted the fall in sterling price ? — I think the answer 
to that is that there has been a great fall in the sterling 
price of commodities, and — that being so — it is certain 
that, if silver had remained at its old level and the 
rupee at Is. KM., there must have been a correspond- 
ing fall in rupee prices. The general impression now 
is, however, that we have got to the bottom.. 

9169. Then we are to take a great step, on the 
“ general impression ” that w’e have got to the bottom ? 
— Yes. 

9170. And, if rupee prices do not rise as you 
anticipate, and the Government of India has opened 
the mints, what will be the condition of that 
Government, where is this extra taxation to come 
from ? — Again the answer to that is that, if prices 
did not rise with open mints and a lower rupee, it 
would be because gold prices had continued to fall; 
and, were such to be the case, then with closed mints 
you would have a corresponding fall in rupee prices, 
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and great suffering in consequence. It is as broad as 
ifc is long, depending upon sterling prices. 

9171. Suppose India, in reopening the mints, does 
pour a quantity of produce upon the London market, 
the tendency will be to lower the prices ? — I do not 
take that view. Of course, it is a disputed question. 

9172. Many of the witnesses we have had have 
stated that the first effect of a fall of exchange is to 
lower the sterling price ? — I do not take that view 
myself. Of course it is a matter of argument. 

9173. It is not so certain after all ? — No, Of course 
everyone is entitled to his own opinion, and I know 
that views differ. In some few articles, in which 
Indian production governed the sterling price, it 
would no doubt have some effect, but only, I think, if 
supply exceeded demand. 

9174. Then there is another point which bears upon 
that, and it is a. question which I asked a former 
witness. We have had experience now for years 
of a falling rupee, and we have not found that the 
revenue rises to meet the deficit. You are aware that 
the Government of India has had to put a good deal 
of taxation on the country since 1884 P — I think there 
was an error about that. It is all given at page 271 
of the Her schell Blue Book. 

9175. Since 1884, taxation has been increased ? — 
Since 1884, until the closing of the mints in 1893, 
there have been three crores of taxation. I think you 
are including the cotton duties, which were imposed 
subsequently. 

9176. I am taking it up to the present time ? — But 
that was after the mints were closed and the cotton 
duties were reimposed. It was just the reimposition 
of what was remitted in 1882. Taking the whole 
period, from 1873 to 1893, there were increases 
amounting to Es. 4,15,40,000 and remissions amount- 
ing to Es. 4,57,40,000. 

9177. Including those duties, there were 4£ crores 
added to the taxation since 1884 ? — Es. 2,94,00,000 
up to 1891. Then there was subsequent taxation — 
the cotton duties were reimposed in 1894. 

9178. Also, taking the surpluses and the deficits 
for the 25 years from 1873 to 1898, the Government 
has had a net deficit of Ex. 2,398,088 ? — Of course, it 
depends very much on the dates. At each fall of 
exchange there has been a heavy deficit. 

9179. But, taking the 20 years together during 
which we have had this fall of exchange, we have ended 
with a deficit. There is a net deficit over 20 years ’’ 
of over Ex. 2\ millions ? — Yes, that appears to be 
so. As I say, at each fall of exchange there was great 
difficulty and a deficit, but, as trade responded, things 
revived and there was a great surplus. There was 
» deficit in 1876-77, which was the first great fall 
of exchange. Then there were two more bad years, 
and there was a deficit of Ex. millions and 

millions roughly. 

9180- But, taking the whole 20 years and deducting 
the surpluses from the deficits, there remains a net 
deficit P — I do not think it is fair to take the whole 
20 years — you should take the different periods. The 
first great fall of exchange was in 1876-77. Then 
there were some very bad years, but when the trade 
responded there were great surpluses. Not only trade 
responded, but revenue increased, and there was a 
great remission of taxation in 1882-83. Here are the 
figures : In 1882-83 there was Ex. 1,219,000 of 
cotton duties abolished ; the salt duty was reduced by 
Ex. 1,400,000, and there were other small sums. 

9181. There was a great remission of taxation in 
1884 ? — There- was a net remission of taxation of 
2.]- crores. Then taking the different periods, there 
was that first great fall of 1876 ; and, as I point out, 
the trade at once began to respond. There was a very 
large increase in it, and also in the revenue. In 1880 
to 1884 the revenues were very prosperous ; so much 
so that it is dwelt upon in the Budget of 1882-83 as 
a great period of prosperity for the country. Then 
came another fall in exchange in 1885-86, and there 
were three had years. Then the country responded 
again, the trade rapidly increased and with it the 


revenues, and in 1889, 1890, 1891, and 1892 there 
were large surpluses. Then came another period of 
depression, and that was met by the closing, of the 
mints. My contention is that it is a fair inference 
that, if things had been left to right themselves as 
before, there would again have been an adjusting 
increase of trade and of revenue. 

9182. Then there was an extra tax put on in the 
interim ? — Yes ; the salt duty was raised again, and 
the income tax was put on ; that was Ex. 2,800,000. 

9183. Then the quasi- local taxation that had been 
remitted in the North-West Provinces was put on 
again ? — Yes, the patwari tax, Ex. 250,000. 

9184. But my point was simply this, that during all 
that time this influence, which is said to be beneficial, 
was going on, the rupee was falling more or less 
steadily, and yet at the end of the time, in 1892, you 
see that the Government were face to face with 
the great difficulties with which you say you 
sympathise ? — Oh yes, I sympathise with them, 
but my point is this, that the country does not 
respond straight off at once ; it takes a year or two, 
or three perhaps ; therefore I hold the view I have 
stated, and it is illustrated by these previous cases, 
where, if you allow a year to elapse, the country will 
respond and the revenues increase. 

9185. Without taxation or with taxation ? — With- 
out taxation. As a matter of fact in 1882-83 
there was taxation remitted, notwithstanding the 
enormous amount (which is also given in the Her schell 
Blue Book) paid for the Afghan war. 

9186. But taxation was reimposed, and additional 
taxation added ? — Not at that period. 

9187. Not at that period, but since that, while the 
rupee has continued to fall, the Government have 
been compelled to reimpose the old taxation and to 
impose additional taxation ? — Yes, but I say the 
country has not had time to respond to that. There 
was an increase of 2f crores in 1886-89, but in the 
three years following that there was no less than 
6^ crores of surplus. 

9188. What happened after that ? — Then there was 
a fall again, and there was a big deficit, and that is 
what led to the closing of the mints, and the whole 
position was then changed. 

9189. You say the country has not had time to 
recover even from that last fall ? — I say everything 
has been checked. I quite admit plague and famine 
have had an important influence ; but .1 say, more 
than anything else, the stringency of money has 
interfered with the progress of the country. That 
is my experience. I am strongly convinced of that. 

9190. Anyhow, notwithstanding those figures, you 
maintain that a falling rupee will enable the country 
to meet any extra taxation that will have to be im- 
posed ? — Yes, it does not make any difference ; it is 
taking from one pocket and putting into another. 
The Government save, but at the expense of the 
country, but it docs not do any good to fix the rupee ; 
you could not make the country rich by raising the 
internal value of the rupee. 

9191. You say it makes no difference to the coimtry 
as a whole whether the rupee is at Is. 4 d. or Is.? — 
No. 

9192. Then how is the country, as a whole, better 
able to pay the increased taxation, which the Is. rate 
would necessitate P — -Because the cultivation and pro- 
duce are so enormously stimulated. If the people get 
more for their produce, they grow more. 

9193. I thought your principle was that they got, 
no more for their produce — that it did not matter to 
them what the exchange was ? — They get more in 
rupees, which is what they look at. I say the great 
thing is to give them rupees, and to encourage the 
production of the country. As Mr. O’ Conor says, 
there are 100 million acres of culturable waste land. 
Is it not the duty of the Government, seeing that the 
population is increasing at the rate of 3,000,000 a 
year, to do everything that is possible to stimulate the 
productive power of the country, and so to give food 
and employment to the rapidly-growing population ? 
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9194. Then, whatever they gain on the exports in 
rupees, I suppose you admit that they would have to 
lose on the imports ? — Yes, 1 admit that, and I am a 
sufferer myself ; but it is only temporary. I am con- 
stantly asked how I, who am an importer of piece 
goods, take up this line. I say it is not a matter of 
imports and exports ; it is a matter of the welfare of 
the country; and therefore if an exporter gains by 
stimulated production, I, as an importer, if I do not 
gain directly, will gain afterwards by the increased 
prosperity of the country. 

9195. (Si?' F. Mo watt.) Generally, I think, it has 
emerged from this conversation that you hold that the 
greater the number of rupees that pass through India, 
the greater is the benefit to the country ? — Yes, that is 
what it comes to. 

9196. (Sir C. Crosth walte.) Irrespective of the 
value of the rupee ? — Irrespective of the value of the 
rupee. Of course there is a limit, as I said, as Jong as 
the suitability is maintained. 

9197. You think there has been a great contraction 
of the currency ? — There has been a contraction felt ; 
there has been no actual contraction, because no 
rupees have been taken off, but there has been a 
constant dispersal, and that has been felt ; the wants 
of the country are always increasing; and, if no 
increase of currency is given, it is practically contrac- 
tion. 

9198. Has that shown itself in prices P It ought to 
show itself, I suppose, in the lowering of rupee prices 
in India ? — Yes. 

9199. Have prices fallen in response to it? — It is 
said not; but perhaps it is too soon to judge. 

9200. Take the ornament matter. There is a case 
where the price of silver in rupees has fallen ? — 
Yes. 

9201. But do you think the prices 0 f any other 
commodities have fallen in consequence of the restric- 
tion of the currency ? — I was saying that I had great 
difficulty in following prices ; there are so many 
different circumstances that affect them. 

9202. Prima facie , we might presume that the 
price of other commodities has also fallen if we could 
trace it ? — Yes. 

9203. But they are affected by many other causes ? 
— They are affected by many other causes. 

9204. If that is so, is it right to say that a wrong 
has been done to the people of India by closing the 
mints, in respect of their ornaments ? — I think so. 

9205. Suppose a man could have got 2 rupees for 
his silver ornaments before, and now he gets only 
1 rupee 8 annas, or 14 rupees say, yet that 14 rupees 
is worth as much perhaps to buy food and other com- 
modities as his 2 rupees were before? — Well, you 
cannot tell that. He ought to have . the 2 rupees, 
because he was led to believe that the rupee and silver 
were synonymous terms — weight for weight. 

9206. That is to say, he has been accustomed to 
think so ? — He has been entitled to believe so. 

9207. That would not apply to tiny gold that he had 
saved or hoarded? — Ho, because gold is a marketable 
commodity ; that is different, you can scarcely compare 
silver with ordinnry commodities. 

9208. Still he would lose on his gold just in the 
same way? — He might or might not. That is a 
different thing. He would know, if he bought gold, 
that he might lose or gain, because gold is a commodity. 

9209. I suppose you would admit that of the 
people’s savings there is more saved in coined rupees 
than there is in uncoined silver ? — You mean in 
ornaments ? 

9210. I am taking the people of India generally. 
There is more money saved in coined silver, in rupees, 
than in uncoined ornaments ? — I have no information 
on that subject. 

9211. We were told so, I think, by Sir Antony 
McDonnell? — He would be a good authority upon 
that. 

9212. ( Sir F. Moivatt.) He put it, I think, at about 
two rupees for one rupee’s worth of ornaments ? I 
have no knowledge of it myself. 


9213. ( Sir C. Crostkwaite.) If that is the case, if 
the savings in rupees are larger than the savings in 

uncoined ornaments ? — To that extent,^ my 

criticism would not apply. 

9214. The mass of people have gained on their 
savings, supposing that to be true ? — Supposing that is 
the case, that is true. 

9215. And if you reopened the mints, and you 
dropped the rupee down below what it ever has been, 
you hit all those people who have saved rupees ? — I 
suppose you do. They would lose the advantage oi 
the artificial value given to the rupee. 

9216. 8o that it does not seem to me that there is 
more to be said on the one side than ou the other, 
with regard to hoardings and savings ? — Well, of 
course, there are both sides to be considered.* 

9217. As to the prices of food, you say you do not 
know whether they have risen ? — Ho, I have tried to 
examine the question of prices, but I have not been 
able to find that out. 

9218. (Sir A. Dent.) You were saying that, if the 
mints were reopened in India, there would be an 
immense consumption^of silver, and that would pro- 
bably be added to in the course of time liv a large 
consumption in Africa and China ? — Yes. 

9219. Then you say also that silver has about 
touched bottom ? — That is the impression that I have, 
judging by the state of the market for the last few 
years. 

9220. Do you think the amount of silver can lie 
largely increased ? — Ho doubt it would to some 
extent. 

9221. If that can only be increased to a moderate 
extent, will not the price of silver be materially forced 
up iu the next few years? — I think it very likely 
-will. 

9222. Then on the other hand we have an increas- 
ing production of gold ? — Yes. 

9223. It has increased enormously in the last 15 
years ? — Yes. 

9224. And we know that that gold is absorbed by 
Russia, Germany, and Japan and other countries ? — 
Yes. 

9225. That absorption will cease, no doubt, at some 
time. All these new supplies of gold will he pressing 
on the market ? — Yes. 

9226. Do you not think we shall then have a much 
higher ratio between gold and silver than we have at 
present? — I think that is quite possible and even 
probable. 

9227. Do you not think that this question may 
settle itself in the course of time? — Yes, and I have 
said that, as long as we keep the money market steady, 
the thing may be allowed to drift; the money stringency 
is the only thing that I think is urgent. 

9228. I suppose you would soouer see the Indian 
Government begin at l.y. and work upwards, than 
adopt their present principle of 1 a\ 4 d. and work the 
markets up to that ?-~ Yes, that is my view. I would 
rather see them go ou some sound basis. 

9229. It was suggested, (I think by your partner, Sir 
Frank Forbes Adam), that India should make overtures 
to America to try to get on a proper basis. Do you 
agree at all in that? — I think it would suit India. 
As far as I understand it, the proposal is that India 
should come under an obligation to keep the mints 
open for a certain limited period. I think that would 
suit India very well. I do not care about international 
agreements very much. 

9230. That is the point ; it would be very difficult 
for India to carry out any international agreement ? — 
Very difficult, and I do not think France would come 
in. "What I would be afraid of is that there would he 
a temptation to enter into negotiations with a view of 
getting a higher ratio. I think it would he a mistake 

* Note by TFtfnt’s.?. — Mr. Harrison (page 308 of the Herschell 
Blue Book) estimated in 1893 that the silver in India amounted 
to 510 crores, including 300 erores in ornaments and bullion ; 
1664 crores of rupees in active circulation ; and about ,50 crores 
of ‘rupees in hoards. If this is correct, then Sir Antony 
MacDonnell must he making a mistake. 
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for India, to propose the negotiations. If an offer was 
made to India it might be accepted, but I object to 
her entering into negotiations which would only disturb 
the market and might never come to any result. 

9231. As to your suggestions for additional taxation, 
one of them is with regard to opium. That would be a 
very precarious source of revenue, would it not ? The 
trade is largely dying out on account of the large 
growth of opium in China ? — I do not know anything 
about the trade. I merely take the figures of the trade 
as it is, and calculate the difference in exchange. 
Very likely you may be correct in that. 

9232. Then you suggested doubling the import 
duties. Do you think that Manchester and Glasgow 
would agree to that? — I think there is a general 
acceptance of my view, so far as I have heard, and I 
am in a fair way of knowing. 

9233. Then you consider that they have materially 
changed their views from those that, as we know, 
they held at one time? — I think one of the strong 
reasons against import duties at that time, was that 
the amount to be collected was small in comparison 
with the amount of trouble and annoyance that would 
be created. Of course, if the collections were doubled 
that argument would be in great measure met. 

9234. You have made some remarks about the 
difficulties of buying exchange forward. Have you 
not found in your business for the last few months 
that it has been comparatively easy to fix exchange 
several months ahead ? — That is very easy, hut I refer 
to the difficulty owing to the uncertainty of payments. 
Credit, owing to the state of the money market, has 
had to be extended very much. t 

9235. I think we all find in business that exchange 
can now be settled many months ahead with much 
greater facility than it could a year ago ? — Are you 
talking of India and China business ? 

9236. I am talking of the last four or five months 
as compared with two or three years ago ? — No, I do 
not think so ; for many years past there has not been 
any difficulty. 

9237. (Mr. Campbell.) One question as to the 
effect of high or low exchange on prices. You stated 
that the effect of a falling exchange was to raise the 
rupee price ? — Yes. 

9238. I think Sir Charles Crosthwaite suggested 
that there might be an offset in a fall in the sterling 
price ? — Yes. 

9239. But would you consider that, in such articles 
as cotton, wheat, and hides, and large articles of export 
of that kind, India is not the only seller to European 
markets ; she has to compete with the United States 
and other countries ? — Yes. 

9240. And she is really a comparatively small 
seller ? — J ust so. 

9241. So that the Indian supply cannot regulate 
the sterling price ? — No. 

9242. An increase or decrease in Indian exports 
will have a very small effect ? — That was the conclusion 
I came to. 

9243. Then, again, you said there had been no 
actual contraction of circulation since the mints were 
closed ? — So far as I know. 

9244. But are you allowing for such influences as 
wear and tear and export ? — Well, what I meant was 
that probably there would be no melting. 

9245. There might be less melting, but can you 
say that there has been no melting ?— -No, I cannot 
say that. 

9246. From ordinary causes, would you say that 
there had been no contraction ? — There has been 
relative contraction as compared with the previous 
times, when there was constant automatic expansion. 

9247. While, with the population increasing, as it 
is, one would naturally expect that they would require 
more? — Undoubtedly, yes. 

9248. Sir Alfred Dent has asked you whether you 
approve of trying to come to arrangements with other 
Governments in regard to the opening of the mints. 
You said that you were adverse to negotiation ? — Yes. 


9249. Do you think that one great difficulty would 
be the question of fixing upon a ratio ? — I think that 
would be the difficulty. 

9250. And you also think that it would be 
inexpedient for India to tie her hands ? — For any 
lengthened period. I think if we merely kept the 
mints open at 22 to 1 for 10 years, that would be a 
mere nothing. 

9251. You could not recede from it once you had 
agreed to it? — I do not suppose India would wish to 
recede from it, but, if she was only bound for 10 years, 
her independence would not be materially compro- 
mised. 

9252. Then you suggested that, with the view to 
the gradual resumption of free coinage, the Govern- 
ment might, in the first instance, coin as occasion 
required ? — Yes. 

9253. Would not that be a questionable power to 
confer on the Government ? — Yes, it would, but I 
propose it as a temporary measure — as an expedient — 
to let the exchange fall gradually. 

9254. Would you consider that a proper power to 
put into the hands of Government ? — Well, there are 
objections to it, but I think for a temporary purpose 
it would not be objectionable. 

9255. Government’s interest, of course, would be 
to maintain exchange for the sake of their council 
bills? — My suggestion was that it should be guided 
by the Bank of Bengal rate. If the Bank of Bengal 
rate went up above 6 per cent., or whatever it was, 
they should issue rupees and relieve the money 
market. 

9256. Would not that be to trtinsfer the power of 
regulating the currency into the hands of the Bank of 
Bengal ? — I see that. It is a matter that must be 
carefully considered, and perhaps I have not suffi- 
ciently carefully considered it. 

9257. The Bank of Bengal's interest might clash 
with the public interest? — Yes. 

9258. It might be their interest to refrain from 
putting the rate above 6 per cent., and they might 
refrain from doing it ? — That is a very strong point 
undoubtedly, but they could not long resist the course 
of the market, or their reserves would be drawn away 
from them. 

9259. Then, again, there is another point in con- 
nexion with that; you cannot eliminate the Govern- 
ment’s power of control altogether, because the 
Government have it in their power to manipulate the 
nioney r market of Calcutta by means of withdrawing or 
lodging their Treasury money with the Presidency 
banks? — Yes. 

9260. So that, if they found it to their interests 
either to coin or not to coin, they might be under 
the temptation of manipulating their balances at the 
Presidency banks with that view? — That might he so. 
They would have conflicting interests, on the one 
hand to make the profit on coinage, and on the other 
to support the rupee by restriction ; but I should hope 
that they would aim at doing what was really best for 
the country. 

9261. Do you object to a gold standard alto- 
gether ? — I object to a gold standard altogether, 
because I think it is impracticable. It depends upon 
what kind of gold standard you mean. If it could be 
made effective and convertible without expense, I 
would not object to it, but I do not see how it can 
be done. I would not object if it could be done 
economically and safely and effectively. 

9262. Is the present ratio of 1.?. 4c?. any part of 
your objection to the standard? — Well, it is a 
question of degree. If it was Is. 2d., it would be 
more easy to keep it. 

9263. It would be nearer the real silver value ? — 
Just so. 

9264. And, according to your view, the lower rate 
would help to maintain the favourable trade balance 
on which Government depends for payment of its 
obligations? — That is so. 

9265. And to whatever extent the ratio approached 
nearer to silver, the evils from the present system 
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would, in your opinion, bo mitigated? — Yes, provided 
the mono}’ market was relieved. 

9266, That is, a standard established which would 
promote the flow of gold into India for currency 
purposes ? — Yes ; it would have a better chance of 
doing so. 

92*67. At present the rate of Id rupees to the 
sovereign has not brought in gold at all? — No, because 
the sovereign has a greater value in the market. 

9268. And the question would be whether 16 or 17 
rupees would induce people to send gold to the 
Currency Department, where they will not send it at 
15 rupees ? — Yes. 

9269. Now there was a question that I asked Mr. 
Cheetham, whether, considering that 80 per cent, of 
India’s trade is with gold-using countries, there would 
not be certain advantages in liaviug a gold standard 
on that ground. What do you say to that ? — I think 
there would be certain advantages, but I do not think 
it matters much. As long as there are no violent 
fluctuations, I think the trade accommodates itself to 
gold or silver; so I do not think it matters very 
much. 

9270. If both England and India were on a gold 
standard, the trade balances could he much more 
readily adjusted than now? — Yes. 

9271. And an adverse trade balance could bead- 
justed by a shipment of gold home in that case ? — 
Certainly that would he an advantage. 

9272. While at present, or with a silver standard, it 
can only he adjusted at the cost of a heavy fall of 
exchange or the temptation to increased sterling 
borrowing ? — Yes ; if there were not the great practical 
difficulties to get over, it would certainly be an 
advantage to adjust trade balances in gold. 

9273. India could not adjust her trade balance very 
well by shipping home silver to Europe, because the 
loss in exporting silver and selling it in Europe 
would be so great ? — She could not ship it to Europe, 
she could ship it to Eastern countries, anti under open 
mints she thus exported not only silver but rupees. 

9274. You alluded to the trade of India being 
seasonal, requiring a large supply of currency at one 
time and involving a plethora at another ? — That is 
one of the practical difficulties. 

9275. And that, you say, may lead to a rate of 
interest of 12 per cent, at one period, while at another 
the rate may he as low as 1 or 2 per cent. ? — Yes. 

9276. Would not the gold standard obviate that, to 
some extent, at all events ? — Yes, because you could 
transfer so much more easily. 

9277. Then another advantage would he the 
stability of exchange ? — Certaiuly, if you could establish 
an effective gold currency. 

9278. Now, suppose a gold standard were thought 
to be desirable, the question would he as to finding the 
gold ? — Yes. 

9279. Would you approve of borrowing for that 
purpose ? — I think it would be very objectionable. 

9280. Borrowing ought to be avoided ? — Borrowing 

ought to be avoided. ^ 

9281. You think any increase of sterling obligations 
ought to be avoided ? — Any increase ought to be 
avoided ; and I may say here it is one of the draw- 
backs to what has happened that the Government 
has bad to borrow 6^ millions for the mere sake of 
supporting exchange. That has been one of the 
unfortunate results of closing the mints. 

9282. Then, at a ratio which would not hamper 
or embarrass trade, do you see any difficulty in the 
way of India acquiring the necessary gold in return 
for her surplus exporfs, in the same way as she has 
hitherto acquired the necessary silver for the purposes 
of currency ? — There would have to be some attrac- 
tion for it. 

9283. Suppose a lower ratio is given? — -A lower 
ratio would attract it. 

9284. You consider that a better mode than 
borrowing ? — Oh, yes. 
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9285. And, of course, it would be a slower process ? 
— Yes, and it could only be done if the trade balance 
was constantly favourable. 

9286. Do you consider there would be any dis- 
advantage in its being a little slower ?— No, I do not 
think so. 

9287. The gold, as it came out, would relieve the 
money markets — as it was passed into currency, it 
would relieve the money markets, would it not ? — I 
do not see how the gold is to be got out. 

9288. Supposing the mint price of gold is not lower 
than the market price, people shipping gold would 
send it to the currency department instead of selling 
in the bazaar ? — l r es, that would depend on the 
bazaar price. 

9289. But the question of ratio does come in ? — 
Yes ; if that were possible, it would certaiuly be abetter 
way ; the question of ratio is very materia) — the lower 
the ratio, the better the chance of attracting gold. 

9290. I suppose you admit that that would postpone 
the question of convertibility until a sufficient supply 
of gold had been acquired ? — Yes, it would. Borrow- 
ing would be a much quicker process, but w'ould be 
very costly, and always with risk of eventual failure. 

9291. (Mr. Le Marchant.) You were alluding 
to a remission of taxation in 1882. Was it not 
the fact that that followed a very considerable re- 
duction in the Government expenditure on public 
works ? Financial conditions were more favourable in 
consequence of diminished expenditure on public 
works and reduction of establishment ? — That may 
he so. I had not noticed that. 

9292. And subsequently the Government did not 
find it possible to continue so low a rate of expen- 
diture? — I had not noticed that. I do not remember 
that.* 

9293. I think you quoted a remark of Lord Cromer, 
in introducing the budget, alluding to the prosperity 
of that time ? — Yes. 

9294. Do you recollect that lie subsequently, said 
that if he had foreseen the future, he would never 
have reduced taxation ? — I had not heard of that. 

9295. Did not England give India 5 millions 
sterling towards the expense of the Afghan war ? — 

I think there was such an item, but there was a very 
large Indian expenditure on the Afghan war, 

9296. Yes ; but England did contribute to assist 
India? — Yes. I think in 1880-81 there, is no less 
than 7 crores charged for war, and 5^ erores in 
1881-82. That is nearly 13 crores in two years. 

9297. I think you alluded to silver, or the rupee, as 
possibly in the future becoming a coin of widely 
extended use in Africa ? — Yes. 

9298. How far is it the case that at present four 
different Protectorates have moved in the direction of 
a gold standard rather than silver ? Have you given 
any attention to that ? — No. I know that the rupee 
is the coin of Zanzibar. 

9299. The rupee is no dGubt used by coolies who 
have emigrated from India, but can you say anything 
further than that? — What I had in my mind was 
that for a few years past there has been a kind of scare 
about silver and a desire to boycott it, which is, I 
think, very unfortunate; and I think, if the Indian 
mints were opened, silver would come to be in favour 
in most of those countries. 

9300. You think those countries might follow suit ? 

l T es. 

9301. You say that, in your opinion, “ the Govern- 
“ ment is shifting the burden on to the country and 
“ trade 53 ? — Yes. 


Note by Witness. — The expenditure on Public Works in 
given in the official returns as follows : — 


1877 - 78 - 

1878- 79 - 

1879- 80 - 

1880- 81 - 
1881-82 - 

1882- 83 - 

1883- 84 - 


- 5,066,965 

- 5,171,501 

- 6,371,166 

- 7,397,443 

- 6,393,531 

- 7,165,747 

- 6,580,721 
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9302. But must not the country and the trade hear 
tlio burden in any case ? The Government cannot 
he separated from the country and the trade? — The 
burden thrown on the trade is this money stringency ; 
the Government has artificially raised the rupee for 
the mere sake of balancing the budget. 

9303. But still the Government cannot he isolated 
from the country. The country at large must hear 
the burden in some way ? — I entirely agree, but my 
point was that the Government has, as a matter of fact, 
separated itself and considered itself as something 
different from the country and trade, and has described 
the loss in exchange as a loss to the country, which 
it is not. 

9304. It is a loss just so far as taxation would be 
a loss to the country ? — Well, it is as broad as it is 
foog. 

930*5. When you say that it is as broad as i t is long, in 
what form do you think that a benefit to a country 
arises from a lower exchange ? — My point is that the 
debt is paid in nrofluce — it is not paid in rupees. The 
Government save on the Council drafts by a high 
rupee, while me country suffers in consequence by the 
artificial contraction of the money market. In my 
opinion, the loss to the country is really greater than 
the gain to the Government, but, as far as the actual 
payment of the debt is concerned, it is the same, 

9306. Taking the country as a whole, it is neither 
a loss nor a gain ? — J ust so. 

9307. It is the sterling value of the produce which 
yon must consider ? — Exactly. 

9308. Taking the country as a whole, what is the 
effect of importations of silver ? I am assuming that 
silver falls, and that more is taken by India in pay- 
ment for exports, so that a larger amount might be 
available for currency. As between India and 
countries abroad, England for instance, would you 
say that there is any difference, {or that it is merely 
that a certain amount of sterling value is sent in silver 
instead of some other form? — Very much so. It 
would come in as an import with other commodities. 

9309. But a larger quantity, owing to the fall in 
price ? — Yes, and owing to its suitability for India. 

9310. Then taking India itself, and the different 
interests in India, would not some producers and 
mercantile houses make a profit on the importa- 
tion of silver and the higher prices of produce ? — ■ 
In the first instance they would. 

9311. But would not that be paid by the purchasers 
in India ? Would it not be a transfer of wealth 
in India itself ? — There would be a gradual distribu- 
tion, but, if there was a general rise, it would be 
distributed all over. 

9312 But, so far as there is a rise, somebody has to 
pay a higher price. I am assuming that it is not that 
England pays more, but that in India prices generally 
are higher. That would be a case where every 
consumer would pay more ? — Yes. 

9313. And every seller would receive more ?— ‘ Yes. 

9314. But, so far as there may be a difference of 
interest between the seller and the purchaser, there 
would be an unequal distribution ? — To a certain 
extent there would, yes. The poorer classes in India 
are producers more than consumers. 

9315. You say, “ for the internal trader to buy gold in 
c< order to get it exchanged into rupees at Is. 4 

“ presupposes that he already has the rupees, and there- 
“ fore, however great the scarcity, the operation would 
tC be a senseless one for him,” Would not the pro- 
ducer be in the same position for obtaining gold under 
the present system as he would have been for obtain- 
ing silver under open mints ? Has he not in each case 
to part with his produce or goods, whatever they may 
be ? — Yes ; but I was answering the question which 
lias been frequently put, and I think it was put here 
this afternoon. Why does not a trader in the country 
take gold to the mints and get silver for it? My 
answer to that is that no internal trader has any 
interest in so taking it ; he would have to buy, gold 
to take it to the mint, and to buy gold means that lie 
must have the rupees, and he would be. just . where he 


was before. He would only buy gold to take it to the 
mint, if there was some profit, that is, if the price in 
the market was less than the mint price, whereas it 
has always been more. 

9316. In any case the silver or the gold would 
come in as the result of trade ? — There is no silver 
now received at the mint. 

9317. But silver under open mints, or gold on a 
gold basis, would in either case, come into the country 
for circulation through the immediate agenev of 
foreign trade, and the internal trader would obtain 
command of gold or silver by selling his produce ? 
— Yes, but lie might not sell it for foreign trade, he 
might sell it to somebody in the interior of the 
country. 

9318. Still, in that case, he would be paid? — He 
would be paid, yes, but in silver rupees, the only 
legal tender money. If gold was also made legal tender 
money, he would be paid in whichever was cheapest 
in the market. I was thinking of that particular 
question that has been asked so often : Why is it that 
gold is not taken to the mints, and rupees got in 
exchange for it ? It is said : How is it possible that 
money is dear, when people could get it on paying gold 
for it at the rate of Is. 4<A the rupee ? My answer to 
that is that it is to no one’s interest to pay gold at 
the rate of Is . 4 d. the rupee. 

9319. Is that owing to the apprehension that 
exchange will fall ? — It is not so much apprehension ; 
it is a matter of market price. As long as they can 
get 15£ rupees in the market, they will not give 
sovereigns to Government at the rate of 15 rupees. 

9320. But a person who has anything to sell can 
obtain either rupees or gold ? — Oh, yes ; if he wanted 
it. He would first sell for silver rupees, the currency 
of the country. If he wanted gold, he would have to 
pay the market price for it. He would not in that 
case take the gold to the mint. 

9321. I think, as to prices, you preferred not to dis- 
cuss the Government tables ? — I said that 1 had tried 
to go into the matter of prices, but I found, through 
the many circumstances connected with different 
articles, I could not draw any inference. 

9322. This diagram exhibits the aggregate of all 
prices ; it would point to the level of prices up to a 
recent date as being about the same as that in other 
times of scarcity. How, just so far as that is a 
sufficient representation of the facts, it would point 
to prices not having yet been lowered by the existing 
policy ? — Ho, they have not been lowered. 

9323. That is going so far as one can infer at all ; 
of course there may be other explanations ? — Yes ; it 
may be too soon perhaps to judge — the existing 
policy only began to tell in 1897. 

9324. What evidence do you consider there is that 
low exchange in the past did increase exports on the 
average ? — I think, as a matter of fact, there was a 
great increase of trade after each of the great falls. 
The first great fall was in 1876-77. It was followed 
by a large increase of trade in 1879 and several 
succeeding years. The next, great fall was in 1885-86 
and 1886-87. Again a great increase of trade in 
1888-89 and 1889-90 followed. Then came another 
fall in 1892-93, and again a rapid increase of trade 
in 1894-95 and 1895-96. The check came in 1896-97, 
but how far this was owing to plague and famine, and 
how far to money stringency, it is impossible to say. 

9325. There may have been other causes that bore 
upon that ? — There may have been other causes. 
There was very little movement before the great fall ; 
then it increased very rapidly, according to the figures 
here. 

9326. There may have been other reasons, such as 
the construction of railways and the development of 
the country ? — Oh ! yes ; and, on the other hand, a 
point I made was that, if there had not been this fall 
of exchange, if silver had remained the same, there 
would have been a fall in commodities similar to what 
there was in gold countries, and, therefore, that would 
have been a great loss to the country ; the country 
would have suffered from the general fall of prices. 
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9327. Tn the way of not obtaining the same amount 
of rupees ? — There would have been n general fall of 
prices, and we know that, when there is a general fall 
of prices, it creates a great deal of distress in all 
quarters. 

9328. During the American Civil War, there was a 
great increase in the paper currency of the United 
States and a corresponding rise in prices ? — Yes. 

9329. Should you say that the rise of prices during 
that period contributed to a larger export trade and 
a larger business generally F — Well, I have not any 
knowledge of the subject. I have never looked into 
that matter, and I would not like to venture an 
opinion . 

9330. As a principle, you would think that high 
prices, due to the currency, would contribute to a 
permanent development of trade ? — I think so. An 


ample supply of currency must surely help to stimulate 
ji reduction. 

9331. A distinction might be drawn between high 
prices in India that arise merely from the expansion of 
currency, from a larger amount'of silver being brought 
in and coined, and high prices arising from higher 
sterling values in markets abroad ? — Oh, yes, the two 
causes would be quite distinct. 

9332. A rise of prices from an expansion of cur- 
rency would not affect the country’s position abroad. 
As you say in your note, India, as a whole, would be 
in the same position? — It would stimulate her pro- 
ductions. 

9333. So far as production was increased, and 
sterling price was not lowered, that would affect her 
position, but that is all ? — That is all. 

9334. That is the measure of it? — That is the 
measure of it. I think. 


The witness withdrew. 
Adjourned. 


Note subsequently handed in by Witness. 


I desire to add a few brief remarks on important 
points which were not touched upon in my examina- 
tion. The questions put to me referred mostly to the 
past, and the evidence which I gave was directed 
towards showing that no sufficient case had been made 
out for closing the mints in 1893, and that the results 
had not been fortunate. With reference to the future, 

I have expressed the view that the only question of 
currency is the contraction of the currency, and, pro- 
vided that some plan can be devised for relieving any 
pressure which, as the active season advances, may 
hear upon the money market, the question of open or 
closed minis may remain a little longer in abeyance. 
In the first place, I think that the full effects of 
the closing of the mints may not have had time to 
show themselves; and, in the second, that any new 
changes of an experimental character should only be 
entered upon after very full and critical examination. 
Mr. Lindsay’s scheme has deservedly received much 
attention and is supported by many authorities. My 
opinion is that the elasticity allowed in it is insuffi- 
cient ; that the convertibility provided for involves 
much greater risk and responsibility than is contem- 
plated; and that the principle underlying it, namely, 
that the rate of exchange, and not the rate of discount, 
is the test of deficiency or redundancy of the currency, 
i& wrong and mischievous. I hold that, while ex- 
change may he the measure of the requirements of 
the foreign trade, that of the internal trade is the 
rate of discount, and consequently that the scheme 
makes no adequate provision for the currency wants 
of the country. There are great practical difficulties 
to contend with — the great existing silver circulation, 
the large sterling obligations, the seasonal character of* 
the trade, and the risk, of an adverse trade balance. 
Considering all these, it seems almost impossible to 
reconcile the necessities of the country, in the way 
of a free and elastic currency, with the limitation 


necessary to maintain the nominal par of a gold 
standard. 

There is the alternative of a gold currency. I take 
it that the essential conditions of a gold currency are, 
first, that it must he accompanied by an abundance of 
silver token coinage according to the utmost require- 
ments of the trade and the people, and second, that 
convertibility of it with the standard must be at all 
times and under all circumstances assured. The first 
difficulty is to get a sufficient gold stock on which to 
declare convertibility, and the second is to retain that 
stock when once convertibility lias been declared. 
The cost of creating and keeping a gold stock (-which, 
except as so far as it represented paper in circulation, 
would be wastefully idle) would be a crushing addition 
to the burdens of the country, while recent history is 
full of warnings that only the most favourable circum- 
stances can ensure the retention of the stock. 

There remains the plan of reversal and the opening 
of the mints. Before 1893, India had a free and 
automatic currency, suitable for the habits of the 
people and the character of the trade, fairly steady as 
a standard of value, and under which the country 
prospered. Why not revert to it ? The sterling 
obligations are no doubt unfortunate, but there they 
are, and they must he met. It cannot in any way 
mitigate or modify them to give the rupee a local and 
fictitious value, which has no recognition on the part 
of the creditor, and which is forced by a contraction 
which only hampers the trade and checks the develop- 
ment of the resources out of which alone the obliga- 
tions must be paid., My belief is that all schemes 
which are not in full harmony with the special con- 
ditions of India, or not hacked by sound and accepted 
principles, are doomed to disappointment, and that a 
return to open mints is not only the most safe and 
prudent course, but the one which in the long run will 
be found inevitable. 

Donald Gkaham. 
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Mr. David Cruickshank, called and examined. 


9335. ( Sir F. Mo watt.) Will you state your 
name and position ? — I am a member of tbe firm of 
Messrs. Begg, Dunlop, and Company, merchants and 
agents in Calcutta and London, and especially in- 
terested in indigo and tea. 

9336. You are Chairman of tbe new Indigo Associa- 
tion ? — Yes, they have elected me President. 

9337. Were you opposed to tbe closing of tbe 
Indian mints in 1893 ? — I expressed no opinion upon 
it in 1893, but I was opposed to it before, when my 
opinion was asked on. tbe subject by the Government. 

9338. When you say before, do you mean shortly 
before, or at what previous period? — There was a 
proposal to establish a gold standard in 1886, put 
forward by General Stracbey. At that time my 
views were asked by the Government, and I recorded 
a minute on the subject, in which I was opposed to 
the closing of the mints. 

9339. Was that on the general ground that it 
would amount to a check on the export trade ? — YY.s, 
owing to the divergence which would have been created 
between the value of the rupee and the value of silver, 
and the effect of that on the export trade of India. 

9340. Your view being that the rupee should 
exactly correspond with the market price of silver at 
the time ? — The effect of giving an artificial value to 
the rupee, in my opinion, operates to the disadvantage 
of the export trade of India. 

9341. Your view was that no artificial value should 
be given to the rupee at all, that it should find its 
level with the price of silver. May I take it that 
that was the main ground of your opposition, or were 
there other reasons then, or are there reasons of which 
you feel the force now ? — What I said at the time in 
the minute which I recorded was : “ Generally, the 
« adoption of General Stracliey’s proposals would 
“ have a prejudicial effect on Indian exports, which 
“ it should be the object of the Government to 
“ encourage by every possible means, so as to increase 
“ the balance of trade in favour of this country ” 
(that is India) c£ and thus lead to a greater demand for 
“ silver.” That of course was in connexion with the 
fact that at that time the price of silver regulated 
exchange more or less. 

9342. I take it that you still entertain those views 
now : nothing has happened since to alter your 
opinion ? — As regards the effect of the artificial rise 
in the value of the rupee upon the export trade, 
certainly my views are not changed. 

9343. Taking the trade in which, I think, you are 
more directly interested, that of tea, will you state 
what injurious effects have been, in your opinion, 
produced on that trade by the closure of the mints in 
1893 ? — In the case of tea, sterling prices being settled 
by means of supply and demand, and taking the 
sterling value of a pound of tea at 9 c?., the equivalent 


of this at l.v. 0ic7. per rupee (being the lowest point 
to which exchange fell) would be 9 annas 11 pies. 
At the exchange at Is. 4c?., the equivalent would be 

7 annas 9 pies, showing a difference against the planter 
of 2 annas 2 pies, or about 22 per cent., if he sells his 
tea in Calcutta. 

9344. That is really the price you consider the tea 
trade pays for the closing of the mints? — Certainly, if 
exchange had remained at the lowest point to which 
it fell, is. O^cZ. 

9345. At what point, subsequent to 1893, did the 
trade begin to feel the effect of that ? How soon after 
1893 ? — When exchange rose. Exchange first rose 
materially in 1896. The lowest point in 1895 — at 
least the average for the Secretary of State’s Bills, in 
1895 — was Is. 1 * 64c?., and in 1896, Is. 2* 45c?. Of 
course, any rise in exchange affects the rupee price of 
tea. 

9346. What effect had that upon the profits of the 
tea trade ? They continued very considerable through 
1896, did they not? The trade was doing very well ? 
— The profits of 1897 were affected by the lower 
prices. 

9347. Has the extension of cultivation in India 
been checked by a falling off in the profits on tea ? — 
Certainly it is being checked. 

9348. The pinch began to be felt in 1896 ? — It is 
being felt now worse than ever. It is well known that 
extensions have been largely stopped wherever it was 
possible to do so, and the strongest evidence of this is 
seen in the fact that tea-seed has become practically 
unsaleable, which it is at the present moment. 

9349. You cite that as showing that there is no 
disposition to extend the gardens now ? — Just so. 

9350. You said, I think, that tea depended a great 
deal upon the ordinary law of supply and demand ? — 
Sterling prices. 

9351. Sterling prices have somewhat fallen, have 
they not ? — They have fallen during this present year. 
The average price of Indian tea sold in London for the 
year 1897 was 9c?. per lb. The average price of 
Indian tea sold in 1898, up to the present time, is 

8 *68cf. per lb. 

9352. How far do you consider that that has been 
affected by the supply being greater than the demand ? 
— The supply has affected the prices of tea, but the 
fall in prices led to an increased consumption, which 
has enabled the increased output to be taken off. As 
a matter of' fact, at the present moment the position 
of tea is statistically better than ii has been for some 
time. 

9353. What do you mean by “ statistically better ” ? 
— That is as regards stocks. 

9354. The stocks in London now in hand are 
smaller ? — The stocks in hand are smaller than they 
were this time last year. 
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9355. Should you say that that fall in price has at 
all been caused by the supply of tea being greater than 
the demand for it in the markets which art* now open 
to the tea trade ? — The increased output of tea has 
only been taken off by lowering prices, but at the 
reduced price the increase has gone into consumption. 

9356. Now would you state what you consider the 
direct effect of a high exchange on the tea-growing 
industry of India, apart from the sterling price of tea 
in the London market ? How does it affect your 
profits ? — It reduces our profits. 

9357. It reduces your profits in what way ? — Of 
course, the prices of tea in rupees are governed by the 
sterling prices. In reply to a previous question I said, 
if you take the value of a pound of tea at 9 d., which 
was the average price of tea in London last year, the 
equivalent of that at Is. 0\d. would be 9 annas 11 
pies, and at Is. 4 d. the equivalent would be 7 annas 
9 pies, showing a difference of 2 annas 2 pies against 
the planter ; that is to say, he gets less in rupees than 
he would at the lower exchange. 

9358. The cost of producing the tea is unaffected ? 
— The cost is unaffected. 

9359. As regards indigo, is that affected in exactly 
the same way ?— Yes, in a similar way. Taking the 
sterling price of indigo at 4s. per lb., the equivalent 
of this at au exchange of Is. 0 \d. would he 250 rupees 
per maund. At the exchange of Is. 4 d., the equiva- 
lent would he 195 rupees per maund, showing a 
difference against the planter of 55 rupees per maund, 
or about 22 per cent., and representing on the present 
season’s crop of Bengal, Behar, aud North-West 
indigo a loss of Bx. 6.82.000. 

9360. What effect has that had on the indigo trade 
as regards the amount of its output ? Has it begun to 
check it ? — It will now. The effect of low prices on 
the production of indigo is shown by the following 
extract from a London broker’s circular, dated 4th 
October 1898:— •“ The final estimates of the crop 
« from Calcutta give the very moderate total of 
“ maunds 124,000, or about maunds 13,000 below the 
“ average of the last ten years. The very small out- 
“ turn in Benares and Doab is largely due to decreased 
« cultivation, on account of unremunerative prices, 
41 and, should the coming Calcutta season show no im- 
iC provement on the rates ruling in July, we have no 
« doubt that a considerably smaller area will be sown 
« next season in Lower Bengal and Behar. From 
“ Madras we hear of the same complaint, that present 
“ prices do not pay the cultivator, and that the area 
“ under indigo has consequently been reduced, and 
“ the crop is likely to be a very small one.” 

9361. Who are our competitors with India in 
indigo ?— ■ Java is a competitor, and indigo comes 
from Guatemala also. 

9362. When you say it does not pay the producer, 
is it the competition from outside that you refer to ? — 
One thing that is affecting indigo at the present 
moment is an artificial dye made in Germany, which, 
it is possible, may be developed into something that 
will materially affect the consumption of indigo. 

9363. And that is sold at a lower price ?— It is not 
sold at a lower price at present, but we do not know 
whether they may not be able to produce it at a lower 
price. 

9364. That is a consideration quite apart from the 
rale of exchange or the profits of the trade, is it not ? 
I mean, if indigo were supplanted by some invention, 
it would not very much matter, unless you thought 
you could undersell it, whether the exchange were 
lu<*h or low in India ?— Of course it is hoped that we 
should be able to undersell it ; but, as a high exchange 
operates against indigo, it handicaps India in its 
competition with this artificial dye. 

9365. So far as price goes ; but if the dye super- 
sedes it because it is in other respects better ?— ■ 

It is a matter of price. 

9366. But it is the fear of that that you refer to ? — 
No, it is a matter of price. 


9367. What relation do you consider existed be- 
tween the volume of the currency and the rates of 
discount in India, before the mints were closed ? Did 
the fact that the volume of currency was larger than 
at present affect the discount rates ? — It cheapened 
money. The more abundant money is, the cheaper it 
will be, naturally. 

9368. Do you distinguish generally between 
currency ami loanable capital ? — Capital to he available 
for trade purposes must exist in the form of currency, 
and, if money is dear, that is a sure sign of scarcity. 

9369. Of scarcity of currency ? — Yes. 

9370. But may I put what I mean in this way ? 1 
understood you to say that there were not enough 
rupees, for instance, in this last busy season, to carry 
on the trade of the country ? — There was stringency. 

9371. But any person producing gold to the 
Government could have claimed from them rupees at 
the rate of 15 to the sovereign ?— * He could have done 
so. 

9372. And they would have been bound to produce 
it, even if they had to coin more rupees ? — Quite so. 
But the price of .gold as fixed by Government was too 
low. 

9373. If there had been loanable capital, if there 
had been gold, or if there had been securities which 
would have produced gold, that could have been made 
to reappear as rupees. So that there is a distinction, is 
there not, between the loanable capital that could have 
been made into currency, and the currency itself? — 
But you would have to attract gold to the country, 
and you can only do that if you make it profitable to 
import it in the shape of currency. 

9374. Now, as regards the stringency on that oc- 
casion, did it extend, do you think, to the internal 
trade of India generally, or merely to the external 
trade with other countries? — It extended to the in- 
terior. In the course of correspondence with Calcutta, 
I have got the following information with regard to 
stringency in the Moiussil, that is to say, in the 
interior. In a letter dated Calcutta, IS August 1898, 
my correspondent writes : “ You ask, cannot we 
“ from November next get our indigo constituents 
“ to draw drafts at 90 d/s. to tide over the worst 
<£ period of stringency ?” (The stringency hitherto 
has been greatest in about December, January, and 
February.) “ Now the position is much worse in the 
C£ MofussiL than in Calcutta, with the result that 
“ many indigo concerns this present season have been 
“ quite unable to cash their drafts at 60 d/s., and 
“ some not even at 30 d/s., and we have been obliged 
“ to a certain extent to remit outlays in currency 
u notes. The present currency policy can only in- 
5< crease this difficulty, and 1 fear it would be quite 
£< impossible for us to get concerns to draw at the 
t£ usance you name.” In a letter dated Calcutta, 
29th September 1898, it is stated : ££ It is well nigh 
“ impossible to get reliable statistics in reference to 
“ India’s vast internal trade. That there is great 
“ dearth of loanable capital in the hands of native 
f4 bankers, who were formerly rich and ready to lend 
<£ largely, there is no doubt. Take a place we know 

“ well, iike , the local bankers there, such as the 

“ and others, are practically insolvent, and 

« } , and others tell me there is 

Si literally no money there for trade purposes. In 
££ Cawnpore, too, we know money was most stringent 
££ during the first six months of the year. But it is 
££ generally believed the stringency in India would have 
a been greater but for the help of illicit coinage.” 
Then in a letter dated Cawnpore, April 1898, there is 
this passage referring to the working of a factory 

9375. Are these from your own correspondents ? — 
Yes. ££ The result will not be as satisfactory as^ it 
££ should have been, owing to factors entirely outside 
££ the working of the factory or our control, viz., 
££ exchange at Is. 4 d. y scarcity of money in the bazaar ; 
<£ high rates of interest (15 per cent, and over), and 
“ the paralysis in the trade caused by the failure of 
££ some big native firms. To give you some idea of 
“ the position, a Bajpu tana dealer, to whom anyone 
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Mr. D “ in ^ ie tm de would have given credit last year, came 
Cruickshank. “ to our brokers for 500 bags, line grain, and they 

“ would not undertake that his account was safe. 55 

1G Nov. 1898. This refers to the position in the interior. 

9370. Those are letters addressed to your firm by 

your own correspondents ? — They are addressed to me; 
personally. 

9377. Do you anticipate that this present season 
will show as great a stringency as last year ?— That is 
generally expected. 

9378. Or even greater? We have had opinions 
botli ways? — Well, it is expected in Calcutta that 
there will be stringency again this year ; to what 
extent it is difficult to say. 

9379. But it is rather important, is it not, whether 
it will be the same as Inst year, or whether there are 
other factors which are likely to reduce it ? — I should 
say it would be quite as bad as last year, unless other 
factors come into operation which either lessen the 
demand for money or increase the available supply 
for it. 

9380. There have been eases, have there not, of 

almost equally severe stringency in India before the 
mints were closed ? — The bank of Bengal average rate 
for half-year to 30th June 1898 was 11 ’016 per cent., 
being the highest for over 30 years, the previous 
highest having been in the half year to 30th June 
1866, when there was a monetary crisis at the time of 
the -failure of the old Agra Bank. e- 

9381. Bur I iind, according to a table we have here, 
that in 1889, and again in 1890, it touched 12 per 
cent. ? — For a short period. 

9382. As we have it in the return furnished to us, 
it touched 12 per cent, in 1874, 1889, and 1890; and 
10 per cent, in 1894 and 1897 ? — I have got the whole 
returns here since 1854. I, of course, am dealing with 
the average rate for the half-year, not with the 
maximum or minimum rates. 

9383. Do you regard stability of exchange as of 
great importance to the trade in India ? — Yes, I think 
it is desirable to have a stable exchange, so long as it is 
not fixed at too high a rate. 

9384. Do you think it is the distrust in the future of 
exchange that lias driven the capital of the banks, 
and of individuals, out of India? — I think so. 

9385 You have said, I think, generally, that you 
object to the present proposals of the Indian Govern- 
ment. Do you object generally to the principle of a 
gold standard for India? — Not at the rate at which 
a gold standard can be maintained without prejudice 
to the interests of India as an exporting country. 

9386. Then it is the rate at which it is fixed that 
you consider important, and you do not object to the 
general principle of a gold standard for India? — No. 
The conclusions to which I have been led by the 
consideration I have been able to give to the matter 
are : — (1) That in the position in which India stands 
as a debtor country, with large sterling liabilities 
which can only be liquidated in produce, the dominant 
factor in Exchange is the export trade, and (2) that 
no scheme lor Liie establishment of a gold standard or 
gold currency can succeed, if the measures adopted for 
that purpose have the effect of disturbing the balance 
of trade in favour of India. It follows that no undue 
burden should be placed on the products of the country, 
whereas the effect of the present currency policy of 
the Government of India, and of the further proposals 
put forward, is to impose indirectly a heavy tax upon 
exports and to increase the cost of production by 
raising the value of money. The result of this policy 
must be to hamper India in its competition with other 
countries, and may eventually lead to the balance of 
trade being turned against her, when any scheme for 
establishing a gold currency must necessarily collapse, 
and Government would be obliged then to have 
recourse to the additional direct taxation which they 
are now anxious to avoid. With quicker means of 
communication and greater facilities for transport all 
over the world, the competition for the supply of 
commodities becomes, keener, and the advantage in 
the u ©qntest must lie with, the: country in which the 


cost of production is lowest. Up to the time of the 
closing of the mints, India competed on a par with 
other silver countries, but the artificial rise in the 
value of the rupee operates to her prejudice and must 
affect her export trade. It is contended, as a reason 
for adhering to an exchange of Is, 4<7., that prices 
have adjusted themselves to that rate (Mr. Arthur, 
2033), and it is stated that trade will adjust itself to 
any rate (Mr. Finlay, 3039), rupee prices falling as 
exchange rises (Mr. Finlay, 2640, 2696, 2702). It 
is quite true that prices will adjust themselves to any 
rate of ■ exchange, and, if this was the only point to he 
considered, there is no reason why Is. 6c/., l,v. Or/., or 2s, 
should not have been fixed upon instead of Is. 4 d . ; but, 
in their despatch dated the 16th September 1897, the 
Government of India recognise the probable disastrous 
effects of a great rise in exchange on the export trade 
and industries of India, and give it as their opinion 
“ that the true interests of India demand that any 
“ measures for attaining stability in the rate of 
“ exchange between gold and silver should be based 
“ upon a rate not greatly differing from 16tZ. the 
“ rupee, and that any measure which would raise the 
i6 rupee materially higher than that level involves 
“ great dangers, 55 Cor which they could see “ no 
iS adequate compensations. 55 The same objections 
must, however, he held to apply to the rate of l,y. 4d, 9 
if such rate is higher than that required by the con- 
ditions of trade. And the difference between what 
may be- termed the natural rate and the artificial 
one must opera fce to the prejudice of producers. Mr. 
Finlay admits (3257) that the material point as 
regards the Government and the country is that there 
should be a sufficiency of exports to meet their re- 
quirements abroad, and he relies (2696, 2698, 3045) 
upon the balance of trade being maintained through a 
fall in rupee prices, resulting from the contraction of 
the currency and a vise, in Exchange. The extent to 
which a fall in prices is possible must, however, 
depend upon the cost of production. As soon as an 
article ceases to pay, its production will diminish, and 
the exports of same fall off, or stop altogether. In this 
connexion, the following remarks by the Government 
of India, in their despatch dated the 16th September 
1897, deserve very careful consideration : — “ Pressed 
“ as we have been for many years by the difficulty of 
“ finding the continually increasing number of rupees 
“ requisite to discharge our sterling liabilities, we are 
“ apt to look too exclusively at the effect which a rise 
“ of Exchange would have in diminishing the burden 
“ of that demand upon us. We do not deny that a 
“ large surplus of revenue will arise from so great 
“ an improvement in Exchange ; but it is not to be 
“ forgotten that there are many respects in which 
“ our revenue account must directly suffer by a rise 
“ in the Exchange value of the rupee, and that these 
“ considerations ought to greatly influence our estimate 
“ of the benefit to our revenue account, which is almost 
“ the sole advantage which, as a Government, we can 
“ expect to obtain from the proposed measures. The 
“ anticipated fall in prices is one that will adversely 
“ affect both our revenues and the general condition of 
“ the agricultural classes in the country. To take the 
“ case of our land revenue, a very large portion of the 
“ country has passed under land revenue settlement 
“ during the last 10 or 15 years. One of the factors 
“ in fixing the demand of the Government for revenue 
“ is the price of agricultural produce ; if that price 
<£ falls away, the heavier the demand becomes ; and, if 
“ it falls away materially, the relation between the 
“ price that the ryot can obtain for his produce and 
" the assessment he has to meet may be so seriously 
u altered as to affect the agricultural prosperity of 
“ large tracts of country. The work of resettlement 
“ is‘ a tedious" one, it cannot be effected in all proba- 
“ bility for some years, and, when it is effected,, it will 
u pro tanto dissipate much of the advantage which 
" the rise of Exchange would bring to the Govern- 
“ ment account. So, also, as regards our railway 
t( revenues, which are now so important a portion of 
(i our income. They are in part directly dependent 



MINUTES OF EVIDENCE. 


47 


“ upon the activity of the export trade, and a blow it has been apparent that, while the fall in the value Mr. I). 

“ struck at that trade will he felt by us immediately of the rupee in relation to gold has been beneficial to Cruickshanb. 

“ and directly through our railway account.” India, by maintaining the rupee values of produce in 

Although the importance of the export trade as the face of the fall which has taken place in sterling 1 jNQ V * 18 ^ ~ 
enabling India to meet its foreign obligations, prices, and by enabling its exports to compete advan- 
adding both to the land and railway revenues of the tageously with the productions of countries using a 
country and improving the general condition of gold standard, this benefit must have a limit, which 
the agricultural classes, is thus fully recognised, the would he reached when the purchasing power of the 
Government have put forward proposals which, by rupee fell, or, in other words, when a general rise 
adding to the cost of production and lowering prices, took place in the prices of Indian commodities. Up 
will have the effect of diminishing their own revenues to the time of the closing of the mints there is no 

and imposing a heavy burden upon producers gene- decided evidence, so far as I can judge, of any material 

rally. As showing the effect on prices. I want to quote rise in the rupee values of the principal articles of 

what, is said in the “ Review of the Trade of India export 

in 1897-08 ”, which I only got yesterday. The 9391. Do you say prior to the closing of the mints ? 

author writes as regards exports: — “The general — Up to the time of the closing of the mints, — which 

“causes which restricted the export trade have would indicate that this point had been reached. With 
“ been already mentioned. The largest decrease is regard to prices, Mr. O’Conor states (850) : “ In 
“ in raw cotton, the exports of which to Europe fell “ the case of articles which are chiefly intended for 
‘ away greatly under the competition of American “ export, prices have not risen in all eases ; in some 
“ cotton, which was exceptionally cheap and abun- “ cases they have remained stationary or fallen. The 
t£ danfc. Opium and indigo show large decreases both “ tendency is to follow gold prices.” He goes on to 
“in quantity and price. The decreased values of add: “ The prices I refer to as having risen are prices 
“ raw * jute and tea are entirely due to a fall in “ of ordinary food grains, which do not enter really 
“ prices, the quantities exported being unprecedentedly “ into the export trade.’ Sir A. P. MacDonnell in his 
“ large. The trade in cotton piece-goods was de- evidence states (5721, 5722) : “From 1860 to 1873, 

« pressed, the exports to China showing a great “ about the time when the currency depreciated, there 
“ falling off, and the exports of sugar declined to a “ was considerable oscillation in prices; from 1873 
“ very low level. On the other hand, large increases “ until 1885 there was less oscillation. The tendency 
“ are/recordccl under hides and skins, jute manufac- “ was generally upwards, but the variations were 
“ tures, and timber, the trade in which was very “ marked. Prices steadied from 1885 till the mints 
« active, and there was an improvement in seeds, wool, “ were closed in 1893. There was a great stability 
“ and oils, which, in the case of the first-named, is in prices with a tendency upwards .” Further on. 

“ still more marked in the present year. There was 1 (5774) Sir A. P. MacDonnell states : “ Apart from the 
“ but a slight increase in food grains, but during the “ dislocation caused by the famine and bad seasons, 

« first quarter of this year the trade in rice and wheat “ the purchasing power of the rupee has remained 
“ was very active, the exports of the latter during “ pretty steady. There have been local variations of 
“ that period amounting to 566,138 tons, value “ course, owing to scarcity and so on, but, apart from 
“ I lx. 6,055,308.” Of course the large exports of “ these," the purchasing power of the rupee lias 
wheat in the present year are owing to the increase in “ remained steady from the middle of 1886 to the 
sterling price. * “ middle of 1893.” The explanation in regard to a 

9387. Would your objection to a gold standard, at rise in prices in some parts of the interior of the 
lGd. the rupee, apply equally to a rupee at a some- country, is, no doubt, that the extension of railways 
what lower price Not equally. Regarding the and improved means of communication have tended to 
proposals for the establishment of a gold standard— equalize prices by raising them in districts in which, 
those, while differing in some points, are all based owing to previous want of access to central markets, 

upon a rate of is. 4 d., and are open to the objection commodities were cheap, and this is brought out in 

which I have indicated in regard to the Government Sir A. P, MacDonnell’s replies to Questions 5812, 

scheme, viz. : — that they do not take into account the 5813, 5814. Assuming, then, that the purchasing 

effect on trade of the measures required to maintain the power of the rupee had not fallen up to the time of 
rate proposed, and the danger that the result may be to the closing of the mints, or, in other words, that the 
turn the balance of trade against India, when any rupee had not depreciated in value in relation to 
scheme adopted would necessarily collapse. The best commodities in India, the limit of the benefit resulting 
known of the schemes proposed is that associated with from the fall in its value in relation to gold had not 
the name of Mr. Lindsay, to which other obvious been reached up to that time. I should have expected, 
objections have been put forward: that it would if exchange had remained at about the lowest point to 
involve the Government of India in an indefinite which it fell in 1S94, say, between is. and 1 a*. 1 d., 
liability to give gold in exchange for rupees ; that it that the tendency would have been for the purchasing 
would entail continued interference by Government power of the rupee to fall, and, assuming this to be 
with the currency, which is undesirable; that it would the case, the natural level of Exchange required by 
also necessitate "the withdrawal from use, and the conditions of trade would approximate to that point, 
locking up, of a large amount of gold which might The nearer the rate fixed upon approached that point, 
affect, sterling prices to the- disadvantage of India, and the greater the probability that tiie scheme for the 

would add to the sterling obligations of the country, establishment of a gold standard would be successful. 

I have already stated that I believe no scheme for the Having regard, however, to the benefit which would 

establishment of a gold standard on the basis of . the result from a comparatively stable Exchange in the 

rate of 1,?. 4 d. per rupee will succeed ; and, if a lower influx of capital for industrial purposes and in cheaper 

rate approximating to the natural level of Exchange money, it may he expected that the trade of the 
required by trade conditions is fixed upon, I do not country could stand a somewhat lughermte of Exchange, 

see that any special measures, such as those suggested and, in suggesting a modification of the present 

by Mr Lindsay and others, would be required to currency scheme of the Government, I should be in 

maintain the same. favour of adopting the rate of Is. 2d. in place of Is. 4 d 

9388 Were you there contemplating a lOd, rupee ? If Is. 2d. is fixed upon, there are, I think, reasonable 

' grounds for believing that the rate, could be maintained 

9389. What then ?— Is. 4d. by the conditions of trade without any special measures 

9390 But von say, “ were a lower rate fixed ” ?— being necessary for the acquisition of gold, which, 

T was f'oino- on to that. The difficulty arises in fixing under the system of giving rupees m exchange for 

unon the rate which, it may he expected, would be same, would gradually accumulate in the hands ot 

maintained by the conditions of trade. An indication Government as the requirements ot trade necessitated 

0 f this might have been got if the value of the rupee expansion of the currency. It is generally recognised 

had not been affected by the closing of the mints, as that a gold currency is not required for India at present, 

F4 
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and it would rest with Government, as gold accu- 
mulated in exchange for rupees, to decide whether, and 
when, it might be desirable to adopt it. 

9892. Have you any opinion as to the convertibility 
of the rupee into gold otherwise than, as now, 
through Exchange ? — I do not quite follow that. 

9393. Should you hold that the rupee, at whatever 
rate was fixed, should be convertible into gold abso- 
lutely ? Do you contemplate the rupee and gold being 
absolutely convertible in all cases, if the gold stan- 
dard were introduced ? — No, not until it was desired 
to make the gold currency effective. I think it would 
be sufficient in the meantime if the Government 
undertook to give rupees for gold. 

9394. Eailing some modification of the Indian 
Government’s proposals, you would reopen the mint 
to silver ? — I think that would be better than con- 
tinuing tlie present condition of affairs. 

9395. And better than a gold standard with a 
1 . 9 . 2d. rupee ? — I do not say that. My suggestion 
is to take Is. 2d. and endeavour to introduce a gold 
standard, as the best way, in my opinion, out of the 
present difficulty. 

9396. How would you propose that the Govern- 
ment of India should meet the difficulty of its gold 
payments in England under those circumstances ; have 
you contemplated any increase of taxation P — That 
might be necessary, or it might not be. Taking the 
financial position of India for the last six years, I 
note that in the two years in which the exchange was 
lowest — below Is. 2d . — there was a surplus ; in the 
other four years there was a deficiency, although the 
exchange was higher, which would indicate that the 
revenues of the country would expand with a low 
exchange. 

9397. You would contemplate that a rupee at 
Ja\ 2d. and a gold standard would ao increase the 
export trade of tlie country that additional taxa- 
tion would not become necessary, unless as a temporary 
measure ? — The revenues would increase by expansion 
of trade. Whether that would be sufficient to meet 
at present all the sterling obligations of the Govern- 
ment, it is difficult to say. There might be necessity 


for some additional taxation, which might take the form 
of increasing the import duties. 

9398. You are of opinion that that is the best 
method of increasing taxation ? — I have not gone into 
the question, but I should think the imports might 
stand additional taxation. 

9399 But you would not advocate an export duty ? 
— Certainly not. I am altogether opposed to duties on 
exports. 

9400. Is there anything you would like to add P — I 
should like to refer to the effect of the rise in Exchange 
upon imports. While the currency policy of the 
Government is shown to be prejudicial to the interests 
of Indian producers, and likely to affect in consequence 
the revenues of the country, the artificial rise in 
Exchange operates in favour of foreign manufac- 
turers, and, by stimulating the importation of manu- 
factured goods, tends to injure Indian industries, and 
to check, new enterprises which would help to develop 
the country and increase its capacity for exporting. 
The principal article of merchandise imported into 
India is cotton goods, and, while the manufacturers of 
same have been favoured by the rise in Exchange, 
they have also had the advantages of the low prices 
ruling for raw cotton during the last five years. A 
reference appeared in one of the daily papers last week to 
the unprecedented cheapness of raw cotton at the present 
time, and, in explanation of same, it was stated that an 
exhaustive report furnished by bankers in the Southern 
States of America estimates that in most sections the 
cost of production is only about one half what it was 
ten years ago, the current price — five cents a pound 
at port of loading — yielding, consequently, about the 
same profit as double the price did a decade back. 
European manufacturers of cotton goods have, there- 
fore, a double advantage, in the unprecedentedly low 
price of raw cotton, and the artificial rise in Exchange. 
An article the imports of which into India have 
been stimulated and largely increased by the rise in 
Exchange, is beet sugar. The following statement 
shows the extent of the increase : — Extract from 
Trade and Navigation accounts of British India for 
the month of March 1898, and the twelve months, 1st 
April 1897 to 31sfc March 1898 : — 


Imports — Foreign Trade. 
Sugar — Refined and Crystallised. 




Month of March. 

Twelve Months, 1st April to 31st March. 



1896. 

1897. 

1898. 

1895-96. 

* 

1896-97. 

1897-98. 

Austria-Hungary 

Germany 

Mauritius 

China 

Java 

Straits Settlements - 
Other countries - 

- 

Cwt. 

1,626 

12,878 

103,684 

30,257 

7,834 

708 

Cwt. 

39,710 

90,581 

211,011 

11,211 

11,054 

3,723 

Cwt. 

176,902 

164,234 

151,181 

27,479 

9,612 

9,087 

Cwt. 

4,934 

718,218 

1,366,733 

206,049 

109,998 

107,743 

11,209 

Cwt. 

115,514 

758,806 

1,366,733 

139,210 

97,458 

63,332 

19,203 

Cwt. 

954,745 

1,203,309 

1,406,047 

291,175 

140,485 

74,357 

174,276 

Total - 

- 

216,987 

367,290 

538,495 

2,524,974 

2,682,463 

4,235,394 


Average rate of Exchange for Secretary of State’s bills, - - Is. l'64d, 1$. 2 ’4 5d, Is. 3‘35d. 


It will he observed that the imports from Austria- 
Hungary and Germany have increased three-fold 
during the past three years. In the Review of the 
Trade of India for 1897-98 the following reference to 
this matter is made : — “ The increase in the importa- 
“ lions of sugar is one of the most noticeable features 
“ in the import trade of the year. The quantity 
“ imported is 61 per cent, greater than in 1896-97, 
tc and the value is higher by Rx. 1,632,650. The 
“ first place is still held by Mauritius, but, whereas 
« the importation of 1,666,845 cwts. in 1896-7 was 
“ 58 per cent, of the whole trade, last year its share 
li was reduced to 38 per cent., with an import of 
« 1,778,016 cwts. There is an increase from all the 
u sources of supply, but the bounty-fed beet sugar 
“ from Austria-Hungary and Germany has flooded 


“ the market. These countries have been forced to 
6i find an outlet for their sugar in the markets of the 
“ East, by reason of the closing of the United States 
“ market by the Dingley tariff, which imposed a 
“ countervailing duty equal to the export bounty, and 
u the competition of France in the English market 
“ due to an enhanced export bounty on French 
“ sugar.” In connexion with this matter, a note on 
the effects of the unrestricted importation of bounty- 
fed sugar on the sugar-cane industry of India was 
submitted some months ago by the Bengal Chamber 
of Commerce to the Government of India, and the 

following extracts from same are of interest 

9401. That is raising the question of bounty -fed 
sugar, and the best way of meeting it : I do not know 
that we need go into that ? — It is the effect of the 
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rise in Exchange in stimulating ilio import of bounty- 
fed sugar, because the imports have increased so 
enormously since the rise in Exchange took place. 

0-102. Very well, will you read the note to us? — 
“Broadly speaking, the sugar industry has passed 
44 through two phases, and lias entered upon a third. 

44 India was a sugar-exporting country at the begin- 
44 ning of the century. It became, in the course of 
“ years, a self-supplying country, more or less stripped 
“ of its exports. It is now fast taking the position 
“ of an importing country. The causes which led to 
44 the restriction of exports are explained in historical 
44 accounts already in the possession of the Government 
44 of India, and are summed up in State Blue Books 
44 and in the Imperial Dictionary of Economic Pro- 
44 ducts. Imports, when this last was written, had 
44 already begun to take the place of exports. xVnd 
“ 4 they were drawn/ writes the editor, 4 from the 
44 4 very countries which were formerly the chief con- 
44 4 sumers of our exports/ But at that period — about 
44 1890 — the effect on the price of sugar in India and 
44 on home consumption had not become alarming. 

44 4 So far/ Dr. Watt remarks, 4 it may be safely 
44 4 affirmed that the loss of the markets to which India 
44 4 formerly exported sugar, and the creation of a 
44 4 foreign supply, have not told injuriously upon the 
“ 4 production of sugar in India, notwithstanding that 
44 4 already India imports 3 cwts. for every cwt. 

44 4 exported/ But the prospects of the future were 
44 regarded with great apprehension. 4 If/ continues 
44 the article, 4 the Colonial sugar manufacturers were 
44 4 to produce an article competing in price with even 
44 4 more expensive qualities of gar, the import trade 
44 4 would at once become of graver moment than it 
44 4 has yet assumed/ That this critical period has 
44 been reached is the main fact which the present note 
44 is intended to illustrate. That the foreign bounty 
44 system benefits Great Britain is well understood. 

44 It assists materially in the provision of a cheap 
44 breakfast table, and the whole population gains. But 
44 in Indiana sugar producing country, its effects are 
44 more complicated, and very different; consumers (of 
44 refined sugar), as in Great Britain, are, of course, 
44 pro tan to equally benefited, but these do not, as in 
44 Great Britain — anrl this is an important point — re- 
“ present the whole community. On the other hand the 
44 State, which does represent the -whole community, 
44 must, as well as a very large section of the agricul- 
44 tural population, be very injuriously affected. For 
44 the importation of cheap sugar from abroad means 
44 the diminution of sugar production in India, and that 
44 means, as will lie shown, the lessening of the ability 
44 of the cultivator to pay rent, of the proprietor to pay 
44 land revenue, of the canal system to realise its rightful 
44 income, and of the manufacturer to compete against. 
44 the foreigner. It means, in short, a future necessity 
44 to impose fresh taxes as a set-off against the curtail- 
44 ment of land and water revenue, and this seems to be 
44 the ultimate calamity which has to he averted. The 
44 importance of cane cultivation in the agricultural 
44 scheme of almost every province in India is, perhaps, 
44 hardly appreciated, except by those officials whose 
44 duties have brought them into association with the 
44 settlement of land revenue. The remark may be 
44 found in many a settlement report that in such and 
44 such tracts the entire rent, and therefore the entire 
44 revenue, is paid from the cane field. 4 The peasants 
44 say/ writes the Settlement Officer of Bareilly, 4 that 
44 4 suwar cane is to other tillage as the elephant to 
44 4 other beasts/ In almost every settlement report 
44 and district gazetteer of the Punjab, of the North- 
44 Western Provinces, and of Oudh, the extremely 
44 important position held by sugar cane in maintaining 
“ agricultural prosperity is prominently noticed, as the 
44 extracts quoted below sufficiently indicate. While 
44 the cultivator, the landlord, the land revenue, and 
44 the canal revenue, will thus be affected, the nianu- 
44 facturing interests of the country will also suffer. 
44 These, perhaps, are less important than those already 
44 dealt with, but they ought not to he ignored. The 
44 manufacture of better classes of sugar is a natural 
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44 outlet for capit al in a sugar-producing country, and is Mr 
44 oik*, among many oilier investment*. -I 
44 the employment of iion-agrioiili!i! ;*! la'.-- , , #J 

44 must the fact be overlooked that tin* rise in i! ,- value ‘ M)V 
44 of the rupee lias been in recent years an important 
44 factor in the encouragement of foreign importations. 

44 As that rise has been mainly due to State action, so 
44 the remedy can only be found in action hv the State. 

44 The value of the rupee has, since the dosing of the 
44 mints, been enhanced by something like 30 per cent., 

44 and the advantage has been to the foreign importer 
44 immediate and positive. To the cultivator of cane the 
44 advantage has been — if he has gained anything at all — 

44 indirect ; but, as has often been argued, many years 
44 will elapse before the loss involved in a lower rupee 
44 price, so far as that lower price is due to an enhanced 
44 value of the rupee, will be equalised by lower rupee 
44 prices for labour and for household necessities. In the 
44 meantime the foreign importer will have had the 
44 opportunity to establish a position against him/' The 
note goes on : 44 In conclusion, in the event of the Con- 
44 tinental subsidies not being done away with, the 
44 measure proposed would free India from the injurious 
44 effects of a pernicious bounty system, which has 
44 enabled beet sugar to disturb the best market, and 
44 threatens, in the interests of alien agricultural popu- 
4 ‘ lations, not only to bring industrial ruin on a large 
44 class of our own industrial classes, but to add to the 
44 existing difficulties of the Government the most 
44 dangerous of all problems, an agrarian grievance 
44 calculated to give rise to distrust and discontent, 

44 which, once aroused, might be difficult to allay/ 5 
The average area under sugar cane for the five years 
1892-93 to 1896-97, according to the Government 
returns, was 2,808,528 acres. The position of the 
sugar market in August last is thus referred to in 
advices from Calcutta: 44 Market here is being seri- 
44 ously affected by excessive beet imports, and prices 
44 are the lowest on record/ 3 

9403. (Sir, J. Muir.) Is there no other topic upon 
which you wish to give evidence ? — I should like to 
refer also to the position of salt. 

9404. That is one of the first questions upon which 
I was going to examine yon ? — In the Calcutta 
Englishman newspaper of the 6th October last, I find 
the following remarks with regard to a falling off in 
the salt revenue, and the increased imports of 
European salt favoured by the high rate of Exchange: 

— 44 The resolution on the report of the Board of 
44 Revenue on the administration of the Salt Depart- 
44 ment for the last year lays stress on the fact that 
44 the administration of the Salt Department in Bengal 
14 has a widely different significance from that which 
44 attaches to the same term in the other great 
44 Maritime provinces of Madras and Bombay. In 
44 the two latter provinces there is no import of 
44 foreign salt from over sea, the whole salt supply of 
44 the people being provided by local manufacture, 

44 either by Government agency, or under an Excise 
44 system of licenses. In Madras, for example, the 
44 quantity of salt imported by sea during the past 
44 year was only a little more than 12^ lakhs of 
44 maunds, of which almost all came from Bombay, 

44 whereas 64 lakhs of maunds were manufactured 
44 locally. Similarly, in Bombay during the same 
44 year only a little over 8,000 maunds of foreign salt 
44 were imported by sea, wliilo the quantity manu- 
44 lac tured locally exceeded 103 lakhs of maunds. In 
44 the case of Bengal, the imports by sea exceeded 
44 122 lakhs of maunds, while the quantity manufac- 
44 tured locally, under Government supervision, was 
44 relatively insignificant, being under two lakhs of 
44 maunds. After rising steadily for three years, the 
44 salt revenue last year showed a decrease amounting 
44 to Rs. 4,94,637 or 1 * 9 per cent., as compared with 
44 the preceding year. The decrease is attributed to 
44 smaller clearances owing to the famine, and to a 
44 marked falling-off owing to reduced sales of salt at the 
44 Government factories in Orissa, the opening of the 
44 East Coast Railway having facilitated the import 
44 of Gan jam salt on a larger scale, and at a smaller 
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“ cost : towards the close of the year the imports of 
“ foreign salt into Calcutta were very large. In this 
“ connexion, the collector of customs observes that 
u the increased importation of Liverpool salt was due 
“ to the action of the Salt Union in sending out a 
“ larger quantity of salt to compete with the crushed 
a salt from Aden and the Led Sea, and they succeeded 
“ in doing so, as the high rate of Exchange was 
“ in their favour, and they were able to obtain 
“ plentiful and cheap freights from England. The 
“ result of this increased importation was to send 
“ down the prices of salt, and to check the sale of 
<£ crushed salt in favour of the Liverpool and Hamburg 
“ article.” 

9105. I do not quite follow you in your replies to 
the Chairman in connexion with bis question on tea. 
In 1896, what did you say the average rate of Exchange 
was ? — The average rate of Exchange for Secretary of 
State’s bills in 1896 was 1.9. 2 * 45 d. 

9400. What did you say was the general result of 
the tea trade as brought out by the reports of the 
companies for 1S96 ? — I made no remarks about 1S9G. 
It was 1897 I dealt with. 

9407. We will take 1897. What was the average 
rate of Exchange then ? — Is. 3 ■ 4 5d. 

940S. What was the result of the tea industry in 
1 897 P — It was seriously affected by the rise in ex- 
change in the matter of its profits. I will hand in 
extracts — I suppose I need not read them now — from 
various tea companies’ reports for the year 1897, 
which bear that out. [For these extracts, sec 
Afipendix.l 

9409. Then I think you said that tea-seed had now 
become practically unsaleable on account of the 
stoppage of the extension ? — That is the case. 

9410. Then, I think, you said that the average price 
in 1S97 of tea was Od. ? — Yes, of tea sold in London. 

9411. In 1898 it was S’GScf. ? — Up to the end of 
October. 

9412. That is rather more than a farthing a lb. drop ? 
— Yes ; it is not quite a halfpenny. 

9413. That is no great thing, the fall being rather 
more than a farthing a lb. Then you made a remark 
in reply to the Chairman which led me to think you 
did not quite understand his question. The question 
was, “ Is the cost of producing tea in India unaffected 
“ by the variations in exchange ?” You said, Yes ; 
but I would like just to remind you that, in order to 
lay down rupees in Calcutta for the payment of wages 
of your coolies, you must get them at a certain rate of 
Exchange ; it makes a vast difference to the planter 
whether he can sell his bills upon London to procure 
his rupees at Is. 0£d. or must sell them at Is. 4d. ? — 
That is quite true. My reply to the Chairman’s question 
referred to the cost in rupees, not to the laying down 
of rupees. 

9414. Still, in order to provide your funds to pay 
your coolies’ wages and for cultivation expenses, it 
does make a difference to the planter whether he can 
get that money from London at 1,9. 0 \d. the rupee ? — 
It does make a great difference, and the dearness of 
money adds to the cost of production. 

9415. Then, with regard to indigo, and this artificial 
dye in Germany, am I correct in saying that that is 
no better than the real article that we have hitherto 
had from India, but it is a question of price ? — ■ 
Exactly. 

9416. If they increase the production largely in 
Germany, as it is reported they are trying to do, it 
may very materially affect the price at which they can 
produce it; that is to say, they might produce a very 
big quantity at a lower rate than they can produce a 
small quantity of the artificial dye P — They may be 
able to do so. 

9417. Therefore, it is of vital importance to the 
indigo planter in India that he should be able to put 
down bis indigo in Europe at the lowest possible price ? 

■ — Exactly. 

9418. And, therefore, if the rupee cost him 1$. 4 d. 
in Calcutta, it makes a great difference between that 
and I s. 0\d., that is to say, it will cost him far more 


when Exchange is at 1,9. 4 d. than when it is at 1.9. 0 \d. ? 
— He gets a lower price for his indigo in Calcutta if 
he sells it there. The sterling prices being regulated 
by supply and demand, if he sells in Calcutta he gets 
a smaller price for his indigo with Exchange at 1$. 4 d. 
than he does with Exchange at Is. 2d. or l.y. Id. 

9419. But, so far as the cost of production is con- 
cerned, the same rule applies to him as to the tea 
planter. He has wages also to lay down for his 
indigo cultivation ? — Quite so. 

9420. And, therefore, if lie can lay down these 
wages at 1,9. Old., it is very much better for him than 
if he has to lay them down at Is. 4 d. ? — That is quite 
correct. 

9421. Then you make in your statement here some 
reference to illicit coinage. Perhaps you will just 
briefly express your views as to that, as we have had 
that question before us on two or three occasions ? — 
A notice that appeared in the Pioneer newspaper of 
September 1898 stated: — “Mr. Henry, the Inspector- 
“ General of Police in Bengal, has some noteworthy 
“ remarks on the subject of illicit coinage in his 
“ annual report : * During last year,’ lie observes, 
“ ‘ over 1,000 tons of silver were imported and dis- 
“ ‘tributed throughout the country ; and, having.regard 
“ * to the fact that there is a very large number of 
“ ( persons competent to manufacture from silver, of 
“ ‘ the value of llcZ., rupees which have a fictitious 
“ 6 value of 1.9. 4 d., the possibility of the counterfeit 
“ c coining of silver rupees being carried on exten- 
“ ‘ sively should not be lost sight of. Many of the 
u c specimens of counterfeit rupees which come into 
“ c our hands are of excellent workmanship ; were it 
“ c not that they are of base metal, their genuineness 
“ c as Queen’s coin would in all probability never have 
“ < been challenged.’ ” This is evidently a very impor- 
tant piece of evidence. During the examination before 
the Currency Committee of Mr. O’Conor, the Director- 
General of Statistics, the following dialogue occurred ; 
u Q. In your judgment, there has not been much 
“ illicit coinage since the closing of the mints ? — We 
“ have no evidence at all of illicit coinage other than 
“ wliat has been going on from time immemorial. 
“ Q. And you would have known it, had there been 
“ any exceptional illicit coinage ? — I think it is proc- 
“ tically certain we should have known it.” Here, 
however, is the Inspector- General of Police in Bengal 
declaring that, if some of the coiners who came under 
cognizance of the police last year had only been 
content with a smaller profit, and had made their 
counterfeits of silver instead of base metal, their work- 
manship was so excellent that the fraud “ would in all 
probability ” never have been discovered. In other 
words, Mr. Henry virtually says that, if coiners as 
skilled as those whom lie had found operating with 
base metal, lmd coined a large portion of the 33G 
lakhs of “unexpected rupees” of date 1840 and 1862 
which emerged last year, their work would in all 
probability never have been challenged. Thus the 
evidence of the Director-General of Statistics and. that 
of the Inspector-General of Police in Bengal are 
almost diametrically opposed on this point. 

9422. I understand that your views are in favour 
of the present system being continued, but on the 
basis of Is. 2d., instead of Is. 4 d., the rupee ?— -Yes, 
that is so. 

9423. You have given a good deal of consideration 
to this matter. Is it your impression that, in so far 
as the two large industries you represent — indigo, and 
tea — are concerned, a Is. 2d. rate would enable the 
trade to go on fairly well ? — Certainly, the burden on 
the industries would be lessened by adopting the lower 
rate. 

9424. Whereas both industries will be killed by the 
Is. 4 d .? — They will suffer very materially. It will 
be a, case of the survival of the fittest. 

9425. In fact, there may be a repetition to some 
extent of what has occurred with regard to sugar, 
which the Government would, equally with the mer- 
chant, very greatly deplore. Are you aware that in 
Calcutta there is a very strong feeling, not only among 
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Indigo planters and tea planters, and dealers in wheat, 
but among the great majority of the merchants, against 
this Lv. 4<7. rate ? — I believe that is the general 
feeling. 

9426. We have had evidence to that effect from 
other witnesses. I would just like you to place on 
record your views in regard to the remarks made by 
Lord George Hamilton in the House of Commons on 
the 1 7th June last? — Lord George Hamilton, in the 
House of Commons, on the 17th June last, is reported 
to have made the following statement : — I want the 
“ Committee just to realise what difference a slight 
“ rise in the Excliange’value of the rupee has done 
“ for Indian finance during the critical period of the 
“ last three years. I will assume, for a minute, that 
66 the rupee had remained at the figure which it 
“ reached during my predecessor’s tenure of office — 
“ 12'7rZ. At the present moment the silver value of 

the rupee is 10* or/. I think all will agree that that 
“ is a reasonable figure at which the rupee might he 
“ taken if the Indian Government had done nothing 
“ but stand still, and, if it had remained at that figure,” 
— by which I understand 12 * 7<Z. — u the loss by Ex- 
C( change during the past three years would have 
" been Rx. 50, 000,000, an excess of Rx. 1 7,000, OOO 
“ over the actual loss that did occur.” The gain 
referred to of Rx. 17,000,000 did not come out of 
nothing. It was obtained at the expense of Indian 
producers, including the Government itself, which 


in 1S97 sold 39,000 chests of Bengal opium for 
Rx. 4,000,198, as against Rx. 5,110,555 realised for a 
similar quantify in the previous year, showing a defi- 
ciency of Rx, 1,026,357. The average price in 1 807 
was Rs. 1,01S *12 *3, as against Rs. 1,311 *14' 11 
in 1896. Mr. O’Conor, in the “ Review of the Trade 
of India for 1890-97,” remarks on the embarrassed 
state of the opium trade caused by the stringency of 
the Indian money market, which induced a fall in 
prices, such fall in prices being further assisted by the 
increasing divergence between the Exchange value of 
the rupee and the tael. 

9427. Is that all you have to say upon that point ? 
—Yes. 

942S. Then you know something of the jute mill 
industry in Bengal. Is it a large industry ? — Avery 
large and very important industry. 

9429. l r ou have something to say in regard to the 
effect of dear money on the working of jute mills ? — 
Taking 6 per cent, as a fair charge for interest during 
the first six months in normal years, the average cost 
of money for the six months of 1898 was fully 11 per 
cent., giving an excess of 5 per cent, per annum for 
interest incurred on overdrafts against working stocks 
of jute held by the companies named below’. The 
following statement in regard to some Calcutta jute 
mills, shows the six mouths’ excess interest, and the 
per-centage this excess would represent in dividend 
per annum on the paid-up capital of the companies : — 


Company. 

Capital. 

Bank Overdrafts. 

Excess Interest 
incurred on 
Overdrafts for Half- 
year ending 

30th June 1898. 

i 

Excess Interest 
represents following 
Dividend per 
Annum on Capital, 

Kauknarrali - 

Rs. 

n, 00,000 

Rs. 

(>,51,280 

Its. 

16,282 

Per cent. 

ox 

Khardah - - - 

12,00,000 

7,38,361 

18,459 

H 

Standard - 

10,00,000 

5,80,237 

14,500 

o* 

Union * - - 

9,00,000 

30,46,680 

26,167 

54 

Seebpore - 

10,00,000 

26,69,407 

66,730 

l4 

Gowrepore - - 

19,00,000 

10,66,752 

26,668 

Oi 

-7T 

Central - 

7,00,000 

4,67,775 

11,694 

3 

Hooghly - - - 

3:1,60,000 

22,46,151 

56,153 

Alliance - 

11,00,000 

8,63,453 

21,586 

3* 


9430. That is all you have to say in regard to the 
jute mill industry? — Yes. 

9431. (Sir C . Crosthimite). I understand you 
hold that it is a good thing for a country to export as 
much as possible ? — Certainly ; undoubtedly for India, 
to export as much as possible. I understand you 
refer to India. 

9432. I meant generally, first of all ?— Certainly it 
is a good thing, and a most important thing for India 
that she should export largely. 

9433. You do not look to the price of what is 
exported, it is the quantity? — Well, I hold this, that 
it is better to be able to export something at a low 
exchange than not to export anything, or to export a 
mateTialiy reduced quantity, at a higher exchange. 

9434. But, if you can pay your debts with a smaller 
excess of exports over imports, that would be an 
advantage, you think? — Certainly. 

9435. Now, do you think that the rate of exchange 
affects sterling prices ? I think you said, with regard 
to tea, that supply and demand regulated the sterling 
prices ? — I think that sterling prices are more or less 
regulated by supply and demand ; that is the general 
rule. 

9436. And with regard to the principal products of 
India for export, would you say that that was the 
general rule ? — Certainly. 

9437. Now, turning to the case of tea, do you think 
that the rise of the rate of exchange Iieb damaged, or 
is likely to damage, the production of tea ? — It will 
certainly damage it. 

9438. I suppose you will admit that the quantity of 
tea that has been exported from India has so far con- 


tinued to increase. I have the figures here up to 1896 
of the total production of tea in India, and I see there 
has been a steady increase. Eor example, the exports 
in lbs. were in round numbers 132 millions in 1S93 ; in 
1896 they had risen to 156 millions? — Yes, I know the 
output of tea has gone on increasing from extensions 
that were carried out before the effect of the closing 
of the mints w r as felt. 

9439. Anyhow, it has gone on increasing ? — It has, 

but then 

9440. So far, on your principles, certainly no harm 
has been done ? — The harm is being done now, and 
the effect will be felt. 

9441. But, so far as we have got the figures, the 
quantity exported, which you say is the main thing, 
lias gone on increasing ?— Because the effect of the 
rise of exchange was not felt on the industry ; it is 
only within the last two years that that has been felt. 

9442. What do you mean by the effect of the rise 
of exchange ? — The effect in adding to the cost of 
production and lowering the rupee price of tea. 

9443. I thought you said that the rupee cost of 
production had remained the same, that it had not 
been added to? — Yes, but in reply to Sir John 
Muir’s question I said that it cost the companies that 
are financed from London more to lay down the 
rupees required to work their factories at an exchange 
of 1 s. 4 d. than would be required if they worked them 
at an exchange of 1$. 1c?. 

9444. What I mean is this. You say now that the 
disadvantage is in the cost of production being in- 
creased, and the rupee price lowered. But you 
must not say both those things. The cost in rupees 
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Mr. D. has remained the same, has it not? — The rupees are 
Cniickshanh . the same, yes. 

0145. Therefore, whatever loss there is, is confined 

XG Nov. 189S. to the reduction of the rupee price ? — Yes, but it 
J “ operates in different ways. In the case of English tea 

companies, financed in sterling, and where teas are 
sold in London, the effect of the higher exchange is 
shown in their accounts as adding to the cost of pro- 
duction, in consequence of the fewer rupees obtained 
for the money sent out to India to carry on their 
gardens. In the case of Indian tea companies, 
financed in rupees, and whose teas are sold in Calcutta, 
the effect of the higher exchange appears in the lower 
prices obtained for their teas. But the result is the 
same iu both cases — a reduction in profits. 

9146. I know it operates in different ways ; but 
what I want you to admit is that you must not say 
that you are cut both ways ? — Oh, no, I did not 
intend to say that. It reduces the returns to the 
producer, 

9447. Practically it reduces your profits? — It 
reduces our profits. 

9448. Because it costs you more to lay down the 
rupees which are wanted for production ? — Yes. 

(Sir J. Muir.) I am not quite sure that the witness 
exactly grasps your question. 

( Sir C. Crosthiocdte .) I think Mr. Cruickshank has 
grasped my question, but I will put it as plainly as I 
can. 

9449. The rupee cost of production you admit has 
remained the same ? — In rupees yes, about the same. 

9450. But of the sterling price which you get in 
London, it costs you more to lay down those rupees in 
Ceylon or India ? — Yes, it costs more to lay down. 

(Sir J. Muir.) Bat I think the witness in reply to 
my question said it cost him more to obtain his 
rupees in Calcutta to pay his wages at an Exchange of 
Lt. id. than at a rate of Is. Id. 

( Witness.) That is the same thing, I take it. 

9451. ( Sir C. Crosthivaite.) In your memorandum 
you say, “ The effect of the present currency policy 
“ of the Government of India, and of the further pro- 
u posals put forward, is to impose indirectly a heavy 
“ tax upon exports, and to increase the cost of pro- 
<c duction by raising the value of money.” That 
means the cost of production in India, I presume ? — • 
Yes, it would tend to increase the cost of production. 

9452. Yon also hold that there has been a great 
contraction of the currency owing to the closure of 
the mints? — The currency is insufficient for the 
requirements of trade. 

9453. Tins that shown itself in any lowering of 
prices, or not; have rupee prices fallen in India in 
consequence ? — Rupee prices are falling in India. 

9454. They are falling ? — Yes, 

9455. And you think they are falling in conse- 
quence partly or mainly — we cannot tell, I suppose, 
exactly how much is due to each cause — hut you think 
the cause is partly the closing of the mints, and the 
consequent restriction of currency ? — Certainly. 

9456. The tendency of the Government policy is 
lo raise the value of* rupee money, and therefore to 
reduce, gradually or quickly, the price of produce ? — 
Certainly. 

9457. And, I suppose, with the price of produce, 
the rate of wages will also tend to fall ?— I do not 
quite follow that. 

9458. In a country like India, the food is the main 
thing, I suppose ? — Yes. I think the tendency should 
be for wages to fall. 

9469. Therefore, the tendency of the policy of the 
Government appears to me to be, on those principles, 
to reduce the cost of food and of labour. According 
to what you have said, the tendency is to lower the 
pi’ice of food, and as a consequence there is a tendency 
to reduce the wages of the labouring class ? — But 
what benefit would it be to the labouring classes, 
when, as a matter of fact, they have smaller wages, 
and have only the same return in food ? 

9460. But, suppose in England bread was cheapen- 
ing, ajid that the labourers -and workmen and opera- 


tives were content to get less wages owing to the 
great cheapness of* food, would an English manu- 
facturer say that that was likely to increase the c.ost 
ofliis production ? — No, it would tend to lessen the 
cost of production. 

9461. In India, does not the same thing apply? I 
mean, supposing the value of money is being increased, 
is it not obvious that the tendency would be to 
lessen the cost of production pro tcinto ? — Well, you 
may lower prices to a point at which it would not be 
profitable to produce at all, as in the case of tea, and 
in the case of indigo. 

9462. But, as I understand it, the sterling price of 
tea goes by supply and demand ? — Yes. 

9403. Now your cost of production with a high 
exchange was so much, and you admit that the 
tendency of the raising of the value of money by the 
Government policy will be to lower the price of 
labour and food ; therefore the tendency would be for 
the cost of production, so far as it depends upon 
labour and food, to diminish, not to increase. Of 
course, I admit that things iu India sometimes turn 
out very differently, hut it seems to me that, given 
cheap labour and cheap food, the tendency of the 
currency policy advocated by the Government being, 
as you say, to raise the value of money and to lower 
prices — it seems to me that that must diminish the 
cost of production rather than otherwise? — Well, if 
it makes money dear, it adds to the cost of production, 
and we do not find that the artificial rise in the value 
of the rupee has diminished the cost of production in 
the case of tea and indigo. In England, notwith- 
standing the largely increased purchasing power of its 
gold currency, wages, 1 believe, have not fallen. Nor 
have they done so in India since the artificial rise in 
the value of the rupee. 

9464. “ Makes money dear ” is a different phrase. 
What you said here was ci raising the value of 
money/ 5 Money might be dear for the purpose of 
borrowing or getting large advances, and that might 
embarrass you, but it is quite a different thing from 
raising the value of money ? — Probably that was not 
the correct expression. It might have been more 
correct to have said, dearness of money, because 
“value” might attach to the purchasing power of the 
rupee ; whereas I meant the cost of money. 

9465. Then you do not think that the Government 
policy will add to tlie purchasing power of the rupee ? 
— It will, if it reduces prices— as it is doing. 

9466. It will add to the purchasing power of the 
rupee ? — Certainly. 

9467. At the same time, you mean, it would make 
difficulties in getting advances of money in the money 
market? — Yes, it costs you more for any money you 
have to borrow. 

9468. It raises the sterling value or the rupee; I 
suppose there is no doubt about that. If the closure 
of the mints Las been ineffective, as some people say, 
and has not caused a contraction of the currency at 
all, then the charge which you bring against the 
Government of restricting the coinage by closing the 
mints falls to the ground, does it not — if there was no 
contraction of currency ? Your case is that the 
Government by an arbitrary act has raised the sterling 
value of the rupee to Is. 4d. ? — Yes. 

9469. I say that, as you hold that, you must admit 
that the contraction of the currency has had an effect 
— that the closure of the mints has had an effect ? — 
It has certainly made money dear and stringent. 

9470. And the effect has been to raise the sterling 
value of the rupee ? — The sterling value, yos. 

9471. Now, in the cost of production, certainly in 
the case of tea to some extent, and more largely I 
suppose in the case of cotlon mills and jute mills, the 
price of European machinery and the cost of 
European supervision enter into the calculation, do 
they not ? — To some small extent; in the case of tea, 
to a very small extent. 

9472. In the case of tea, as I say it is to a small 
extent ; in the case of mills, it is to a larger extent ? 
— As regards their machinery, certainly. 
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9473. And as regards their European supervision ? 
— Where that is paid in sterling, but not if it is paid 
in rupees. 

9474. I suppose, even when it is paid in rupees, if 
the rupee is worth more sterling, you are likely to vet, 
English labour for less rupees than where it is worth 
less sterling ? — English labour can be got on practi- 
cally the same terms as it could 20 or 25 year s a<*o, 
so far as supervision goes. 

9475. It has not affected it ? — It has not affected it. 

9476. But the policy of raising the value of the 
rupee is not one which you would say tends to 
increase the cost of production of tea, or indigo, or 
cotton, or jute ? — If you make money dear, it increases 
the cost of producing those articles. 

9477. I am not talking of making money dear ; I 
am talking of raising the sterling value of it ? — I do 
not follow you quite. 

9478. What I mean is this. You have to pay for 
European labour, and you have to pay for European 
machinery. The sterling value of the rupee enters 
more or less into the burden of those payments? — 
Certainly. 

9479. I say more or less? — More or less — to a 
certain extent. 

9480. Therefore, the higher the sterling value of 
the rupee, the less will be the cost of the machinery and 
of the European labour ? — So far as it is paid for in 
sterling. 

9481. The European labour, I should say, in any 
case, because the Englishman, so far as I know, looks 
more or less to the sterling value of what lie is paid 
in ; at least if he is a Government servant, or if we 
are engaging him for the Government, I know that 
that is so ? — Yes, theoretically, that is quite correct. 

9482. Therefore, wliat I want to ask you is this, 
looking to those facts, do you still maintain that the 
policy of the Government in raising the sterling value 
of the rupee is a policy which increases the cost of 
production ? — Yes. 

9483. You still maintain that? — Yes. 

9484. Will you explain how ? — Because what you 
stated as regards the sterling cost is a small item, 
comparatively, to the total outlay necessary for the 
production, say, of tea or indigo ; it is relatively a 
small one. 

9485. Will you say in what those outlays mainly 
consist? — Wages is the principal item in a tea 
garden. 

9486. You have admitted that the tendency of the 
Government policy is not to increase the wages, but 
to decrease them ? — (Sir J. Muir.) .No, I do not 
think the witness has said that. 

9487. (Sir C. Crosthwaite.) Yes, in rupees. You 
are going back now to the question of profits. Of 
course your sterling profits will be less if you have to 
pay more for your rupees ; but wbat I say is that the 
cost of production in India cannot be raised, so far as 
I can see, by raising the value of the rupee ? — Take 
the case of a tea garden. The cost of production will 
be increased if yon add to the dearness of money ; 
and the interest on the working capital required, if 
you have to pay 10 per cent, for it, instead of 7 or 
8 per cent., will be an item which adds to the cost of 
producing the article. Now, you say, as I understand 
it, that as against that there is a saving in the lower 
price paid for machinery and other things obtained 
from England. That is so, but that item is a very 
small one. Iu the case of tea, I do not think over a 
scries of years it amounts to more than 10 per cent, 
of the total outlay. 

9488. This other item which you have brought 
forward, namely, the cost of procuring the loans which 
you want, or the money on your bills, to what do 
you attribute that increasing cost ? — To the rise in 
exchange and the dearness of money. 

9489. But is it due to the rise in exchange ? — If I 
have to send out from this country 1,000/. to carry on 
a tea garden, and I can lay that money down at Is. Id. 
exchange, I get more rupees for it than if I laid it 
down at tx Is. 4 d. exchange. 


9100. But that is money that yon send back from 
the proceeds of the sale of your tea ? — Certainly it 
goes back in the shape of tea. 

9401. I was questioning you as to what you say 
lien* as to ‘''raising the value of money.” When you 
talk of ki the dearness of money,” I understand you to 
mean that, to get your advances in Calcutta or Bombay 
or wherever it is, you would have to pay more ? — 
Yes. 

9492. You would have more interest and heavier 
discount ? — Yes. 

9493. To what do you attribute that heavier 
discount? — Scarcity of money. 

9494. At present the whole thing is in a transition 
state, is it not ? — Yes. 

9495. But suppose that a gold standard was 
established tirmly, and that people had confidence iu 
it, that cause for the dearness of money would not 
exist, would it? — If the money went out. You must 
attract it out there. 

9496. I suppose it will go out if there is con- 
fidence ? — Money will only go out if it can he profitably 
employed, and, if you injure the industries in which 
European capital is employed, tea, indigo, and so on, 
— if you destroy them, and there is no prospect of a 
return to attract money, it will not go out. 

9497. If you destroy them, those industries of 
course will not want money at all ; but is it not 
begging the question to say that they will be 
destroyed? — You may so injure them that they will 
not attract capital for investment in them. 

9498. So far as we know at present, the industries 
are going on ? — They are going on. certainly, but 
their prosperity is being seriously affected. 

9499. Now I will come to the remarks which you 
quote from a letter from the Government of India of 
the lGth September 1897, which, as quoted by you, 
would seem to be very much against any raising of the 
sterling value of the rupee? — Beyond Is. 4 <7., yes. 

9500. Can you tell me what was the subject of the 
letter from which you have quoted those remarks ? — I 
believe it was in connexion with the proposals put 
forward by the French and American Governments. 

9501. In connexion with the proposals for an 
international agreement to establish bi-metallism, was 
it not ? — I understand so, or something of that kind. 

9502. Can you tell me what the ratio was which 
France and America proposed ? — No, I cannot. 

9503. The Government of India’s remarks were 
directed, were they not, against attempting to raise 
the rupee to 2s. ? — Against raising it above 1$. Ad. as 
I understand it. They indicate their own opinions in 
the passage that I have quoted. The Government 
say in that despatch, “ that the true interests of India 
“ demand that any measures for attaining stability in 
“ the rate of exchange between gold and silver should 
“ be based upon a rate not greatly differing from 
“ 1 Gt7. the rupee, and that any measure which would 
(i raise the rupee materially higher than that level 
tc involves great dangers.” 

9504. Quite so, but in the quotation that you have 
made, beginning “ pressed as we have been ” and so on, 
what I want to know is whether those remarks were 
made with reference to raising the rupee to Is. 4 d. or 
a trifle over, or were they made with reference to 
raising tiie rupee materially higher? — l should say 
with reference to raising it materially higher. They 
say themselves , u which would raise the rupee materially 
“ higher than that level.” 

9505. The proposal before them was to raise it to 
what ? — That I do not know. 

9506. At present, they propose to put it at Is. 4 d. 
do they not ? — Yes. 

9507. Therefore, is it fair to quote these remarks 
of the Government of India, with reference to their 
present proposals ? — I think it is quite fair. I have 
gone on to say, “ the same objections nm3i be held to 
i6 apply to the rate of Is. 4 d., if such rate is higher 
“ than that required by the conditions of trade.” ^ 

9508. You say, the same objections apply. Would 
they apply in equal degree P — Not in equal degree 
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^ Mr. X). certainly — the effect would be greater if the rate was 

Cruichshanh. niade 1 . 9 . (td. or higher. 

1 6 Nov” 1898 9509. I)o you think that the exports from India 

* lL ' have as a matter of fact been affected by rises and 

falls in exchange ? Have you looked into the iigures? 
Have yon examined year by year the exports to see 
whether there is any visible connexion between the 
amount of the exports and the exchange of the year? 
— I have not gone into the figures lately; but what I 
hold is that a low exchange stimulates exports from 
India by enabling the products of India to be laid 
down cheaper in other countries. 

9510. What I wish to ask you is whether the facts 
and figures of the trade confirm it ? — I have not got 
the figures before me. 

9511. If you will refer to No. 1 of our Statistical 
Tables (*‘ Exports of merchandise &c., 1850-51 to 
1897-98”) the figures show, do they not, that there 
has been a practically steady increase year by year in 
the exports ? — Yes, as exchange fell. 

9512. With slight variations that always occur in 
trade, sometimes up and sometimes clown ? — Yes, until 
within the last two years. 

9513. But do you see any obvious relation between 
the exchange of t he year and the increase or decrease 
of exports ? — I see in 1897-98, which is the year in 
which latterly exchange was highest, exports had 
fallen off. 

9514. That was the year of famine and plague ? — 
And also in 1896-97. 

9515. Had famine affected trade in 189G-97 ? — To 
some extent possibly. 

9516. Hot to its full extent, but to some extent ? — 
Yes. 

9517. Look, for example, at 1890-91, when the 
exchange was Is. 6 * 089<Z. ; and again go up to 
1888-89, when the exchange was Is. 4 ’379c/. In 
1888— 89 you had a smaller export with Is. 4 d. than 
you had in 1891 with Is. 6c?. ? — You cannot take one 
year exactly with another, because there were special 
influences at work, 

9518. But do you see anything that would lead one 
to deduce a law that the exports must vary with the 
exchange ; in other words that the exchange is such 
a factor as to override the other causes ? — The 
exchange is a very material factor in enabling India to 
compete with other countries in laying down its 
products. 

9519. I am not contesting the theory: what I 
want to know is, do the facts hear out that theory? — 
On the whole they do. 

9520. You think so ? — I think so. There may have 
been influences at work in some years that modified 
the effect of the low exchange, but on the whole I 
consider they do. 

9521. That is to say, when the facts were against 
the theory, you would hold that there were some 
influences at work ? — Some influences at work. 

9522. And, when they are in favour of the theory, 
yon would hold that there were no influences at work ? 
— Not at all. I think these figures might have been 
submitted with some explanations. I saw an article in 
the Economist the other day, pointing out that the 
muss of figures recently given in these returns were 
given without any information or explanation to enable 
you to arrive at any definite conclusions as to their 
effect. 

9523. I do not see how we can expect anyone to 
explain them. Of course you can invent explanations, 
but there is the broad iact that the trade goes on 
increasing. Now, with reference to the causes that 
might increase the trade, do you think that the 
exchange is as great a factor as the improvement of 
communications by railways and by the Suez Canal ? 
— They all help, of course, but it is impossible to 
say to what extent and in what proportion each 
contributes. 

9524. For example, there has been, and there is, I 
believe, this year^ a great export of wheat from the 
Punjab. The distance from the wheat-producing 


districts of the Punjab to the sea is, I suppose you 
would say, roughly, from 1,200 to 1,500 miles ? — Yes. 

9525. Now, suppose that there were no railways, 
would any exchange have got that wheat out of the 
Punjab ? Supposing that there were neither railways 
nor the Suez Canal, do you think the wheat, no matter 
what it sold at, could have been brought down in 
country carts and on bullocks ? — Probably not. I 
quite recognise that railways in India have helped to 
increase exports. 

9526. And that, from some of the largest exporting 
districts, there could have been no export without 
these means of communication ? — Certainly. 

9527. No matter what the exchange was — at least 
within reasonable limits ; of course if there had been 
a bounty or anything of that sort, it might have come 
out. Do you know Central India at all ? — No, I have 
only passed through it; but I have here a statement, 
if you are interested in the exports of wheat, that 
will show you the various causes that bear upon it 
(see Appendix ). 

9528. That shows the prices of wheat ? — It shows 
the exports, and it shows the exchange ; and it shows tlie 
rates of freight. 

9529. Take the years 1893, 1894, and 1895. There 
was a small export of wheat in those years ? — The 
figures are there. The smallest of all was last year, 
1897. Of course that is exceptional. 

9530. Practically there was no wheat to export then, 

or rather it was too dear ? — But it gives there 

the sterling price, which has also an effect on exports. 
India competes with other countries. If other countries 
have a full crop, and are able to lay down their wheat 
at lower prices in Europe, naturally that aff ects India’s 
capacity for exporting. 

9531. When the exchange in 1894 was less than 
Is. Id., or about Is. Id., and there were only about 

700,000 tons exported from India ? — The sterling 

price is given there. 

9532. Therefore we might, by re-opening the mints, 
drop the rupee to Is. or less, and yet, owing to other 
causes, we might not get any greater export of wheat ? 
— It depends on the cost of production in other 
countries. 

9533. But you cannot say that the lowering of the 
rupee by the re-opening of the mints will necessarily 
increase exports? — It will enable India to compete 
more advantageously with other countries than with a 
Is. Ad. rupee. 

9534. But it will not necessarily increase exports ? — 
If other countries can reduce the cost of production 
to a corresponding extent, it will not. 

9535. Now I think you said that silver prices in 
India had ruled pretty steady ? — That is my general 
opinion. 

9536. But have you examined that opinion by the 
light of tables of prices ?— I have tables here, and I 
have examined them. Of course there have been 
fluctuations in prices. 

9537. You know that this opinion has been con- 
tested by some, for instance, by Mr. Atkinson. Have 
you seen his tables of prices ? — I have not seen those. 
In connexion with that, this paper that I have here 
shows that wheat in Calcutta, with exchange at 
Is. 10|<?., in 1873-74 sold at 3 rupees 1 anna; in 
1894, with exchange at about the lowest point, wheat 
was sold at 2 rupees 12 annas ; so that the purchasing 
power of the rupee had not fallen with regard to 
wheat in 21 years. 

9538. That was In Calcutta ? — In Calcutta. 

9539. But the price in Calcutta or Bombay would 
be greatly influenced, would it not, by the cheapness 
of communication from up-country ? There is not 
much wheat grown, I take it, about Calcutta ?— No. 

9540. Nor about Bombay ? — No ; but the cheap- 
ness of communication has not very much fallen in 
that time. The railway charge for the carriage of 
wheat from Cawnpore, for instance, to Calcutta, has 
fallen in the last few years, but not much. In 1888, 
the rate was Rs. 53 per 100 maunds, but it has since 
been reduced to Rs, 47.14,8 per 100 maunds, 
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9541. With reference to the price of other food 
grains, would you say that they had not increased; 
in price ? — I say that they have been more equalised ’ 
that is to say, in places where formerly, through the 
absence of communication, the prices were excep- 
tionally low, they have been raised to a level with 
other districts, 

9542. At places that were land-locked, where prices 
were very low, they have been raised ? — Yes. 

9543. But, on the whole, would you maintain 
that there has been no rise? — On the whole, my 
opinion is that the purchasing power of the rupee up 
to the time of the closing of the mints, as I have said, 
has not materially changed. 

9544. I have here a table showing the variations in 
the retail prices of sevon food grains from 1861, in 
which the price of 1873 is taken at 100. This table 
shows that since 1873 down to 1893 there was a very 
considerable rise ? — That is in retail prices. There has 
been a rise in certain parts of the country, but, as 
regards the matter of exchange, I think the prices of 
export articles have more to be taken into account. 

9545. And at the seaports ? — Yes, but prices in the 

interior must be lower than at the seaports, allowing 
for the cost of carriage 

9546. But I ask whether you would contest these 
tables, or whether you would admit that the prices 
of food grains have risen ? — I do not contest the 
tables, because I have no means of seeing whether 
they are accurate or not. But I have other tables 
showing the prices of rice and salt and wheat in 
different parts of India, and, certainly, at the ports of 
export they do not show any great variation in price. 

9547. When you advocate the re-openiug of the 
mints, I think you take it for granted, or as 
pretty nearly a matter of certainty, that prices would 
rise ? — I have not advocated the re-opening of the 
mints. 

9548. That is quite true. I am mistaken ; you 
have not advocated the re-opening of the mints. In 
the quotation you have given from Mr. O’ Conor’s 
evidence you have inferred that prices have not risen ? 
— That the purchasing power of the rupee has not 
generally fallen throughout India. 

9549. Owing to the low exchange : I mean, during 
this period of low exchange the purchasing power of 
the rupee has not fallen ? — Has not generally fallen. 

9550. But, when you are advocating a lower rate of 
exchange than Is. 4 d., you appear to me to assume 
that the purchasing power of the rupee will fall ? — 
Eventually I believe it would have fallen, had the 
mints remained open. 

9551. And you tell us that that fall will enable the 
country to bear more burdens of taxation than it now 
has to bear ? — Ho. You will notice that I said this : 
“ 1 should have expected, if exchange had remained at 
cc about the lowest point to which it fell in 1894, 
u say, between Is. and Is. 1 d., that the tendency 
“ would have beeu fur the purchasing power of the 
“ rupee to fall, and, presuming this to be the case, the 
u natural level of exchange required by conditions of 
“ trade would approximate to that point.” So long 
as the purchasing power of the rupee does not fall. 
India continues to benefit by the low exchange in 
the matter of export ; or, so long as the purchasing 
power of the rupee in relation to commodities in 
India does not fall, India is put in a better position 
to compete with other countries by a low exchange. 

9552. I think in another place you said that the 
low exchange enabled the exporter to give higher 
prices to the ryot ? — I never said so. 

9553. Then you do not hold that the ryot has 
gained anything hitherto by the fall in exchange ? — 
He is enabled to produce more : that is to say, he is 
enabled to grow more, and, owing to being able to 
export more, he gets in some districts higher prices 
for his products. The ryots generally have benefited 
by being able to produce and export more, rupee 
prices not having fallen. 

9554. You mean by increasing the area cultivated ? 
—Yes. 


95 >5. But not by getting higher prices? — Ho, I 
should not say by getting higher prices. 

9556. Because you think prices have not risen ? — 
They have not risen — not materially. 

9557. Supposing that we allow the rupee to fall 
still lower, by fixing a lower ratio or other means, on 
what grounds can you expect that the ryot will get 
any higher prices than he gets now, or do you 
anticipate that he will get higher prices ? I gather 
that you think it will come on in time ? — As regards 
articles exported from India, the rupee prices depend 
more or less on the sterling prices ; and the view I 
hold of the matter is that, the lower the exchange is, 
the better India is enabled to compete with other 
countries that produce similar commodities in supply- 
ing the requirements of Europe. If the range of 
sterling prices is such that she can do so, and give 
higher prices to the ryot, of course the ryot gets the 
benefit. If the range of sterling prices is such that 
she can merely compete on the level of rupee prices, 
the ryot would not get any benefit. 

9558. He would get the present price? — Yes. 

9559. And still the product would go into the 
market at a cheaper sterling cost ? — Yes. 

9560. But do you not think that that process would 
bring down sterling prices ? — Sterling prices do not 
depend altogether on the exports of India; they 
depend on the production of other countries as well, 
which compete with India. 

9561. Then if the amount which should be added 
to the exports by this means were not sufficient to 
meet the debt, it would be necessary to reduce the 
sterling price of Indian produce ? — It might have 
that effect. 

9562. How there are one or two questions I should 
like to ask you about the effect which you say the 
high exchange lias had on indigo. Of late years, and 
for a good many years past, have not the natives come 
into competition with the large European indigo 
factories by establishing small factories of their own ? 
— Do you mean in Behar ? 

9563. I cannot speak of Behar, hut I know that in 
the North- Western Provinces a great many small 
indigo factories have been established ? — Yes. 

9564. Is it not the case in Behar too ? — Hot in 
Behar, I think. The indigo industry in Behar is 
principally in the hands of Europeans. In the North- 
West it is almost entirely in the hands of the natives. 
When it pays them to grow indigo there, they grow it ; 
when it does not pay to grow it, and prices are low, they 
stop growing it. 

9565. But that competition has brought down the 
prices, has it not ? — It is a different class of indigo 
altogether. It goes to America largely. 

9566. (Sir F. Mowalt) So far as it goes to 
America, does it stand in the place of the European 
indigo that before went to America ? — There are 
certain qualities of indigo taken for Europe. The 
finest of all indigo goes to Russia, and they take higher 
priced indigo than would be required for England or 
America. Russia and Prance take the finest indigo, 
and pay the highest prices for it. In America they 
take principally Oudh indigo — the North-West indigo. 

9567. Taking the commoner sort of indigo that 
goes to America, was that in the hands of Europeans 
before the natives began to grow it ? — Ho, it is 
grown pzdncipally in the North-West; it is almost 
entirely in the hands of the natives. 

9568. It has not affected the European trade ? — 
Well, of course, the larger the crop is, the more effect 
it has on prices. 

9569. ( Sir C . Crosthwaite.) With regard to your 
remarks about beet sugar, I understand you to say that 
a high exchange favours the import of beet sugar ? — 
Yes. 

9570. And that has mused a fall in the local 
prices ? — Yes. 

9571. If it has caused a fail in the local prices— I 
dare say you are right — I ask you to explain how 
it also gives the importer into India of beet sugar a 
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higher price ? — I did not say that lie got a higher 
price. 

9572. I understand you to say that the high ex- 
change enables the importer to come in ? — Yes, 
because it enables him to lay down cheaper in India. 

9573. How does it enable the importer to come in, 
unless he gets a higher price ? — It enables him to lay 
down cheaper in India, in the same way that a low 
exchange enables an exporter from India, to lay down 
his product at a lower price in Europe. 

9574. But you say at the same time it tends to 
lower the local price ? — Yes. 

9575. I have no doubt you are right, hut I cannot 
understand, if it has lowered the local price, how it 
has given the importer a higher price ? — It has not 
given him a higher price, it has only given him a 
lower laying down cost in India. 

9576. Then I suppose the diminution in price has 
not been enough to swamp the advantage that he got ? 
— No. 

9577. Will yon kindly look at what you said about 
salt, and the quotation that you make from the 
Calcutta Englishman with regard to the falling off 
of the salt revenue, and the increased imports of 
European salt favoured by the higher exchange. Are 
not those remarks of the Calcutta Englishman made 
entirely with regard to the salt revenue of the province 
of Bengal? — Apparently so. 1 gave the extract as 
it is, merely to point out how the exchange operates 
in favouring the importation of foreign salt into 
India. 

9578. When they say that the “ salt revenue last 
“ year showed a decrease amounting to 1*9 per 
“ cent.,” that refers merely to the salt revenue of the 
Bengal province ? — I cannot give you any further 
information! about the salt trade than I have put 
down here. 

9579. They say, The decrease is attributed to 
iC smaller clearances owing to the famine, and to a 
a marked falling off owing to reduced sales of salt at 
“ the Government factories iu Orissa. The opening 
“ of the East Coast Baihvay has facilitated the import 
“ of Ganjam salt on a larger scale and at smaller 
u cost.” Ganjam salt is not seaborne salt ? — I believe 
not. I am not familiar with the salt trade at all. 

9580. I think you may take it from me that 
Ganjam salt is salt. manufactured in Ganjam, in the 
Madras Presidency, and therefore exchange cannot 
have affected it in the least ? — But the importation of 
foreign salt has affected it. 

9581. They say, “ The result of this increased 
“ importation was to send down the prices of salt, 
“ and to check the sale of crushed salt in favour 
11 of the Liverpool and Hamburg article” — that is 
to say, it affected the Aden salt in favour of* the 
Liverpool and Hamburg salt, but that substitution of 
one foreign salt for another foreign salt would not 
affect the salt revenue in any way ? — It might affect 
the production of salt in India, if importation increased 
to a very large extent. 

9582. If it displaced the home-made salt, yes, but 
the duty is collected on all salt, is it not? — But is it 
of benefit to India to injure one of her industries ? 

9583. Of course it is not to her benefit if that 
industry is injured, hut, in what you have quoted, is 
there any evidence that the native salt industry of 
India has been affected ? — This is nil I can give you, 
and you can draw your own conclusions from it. 

9584. I think you did not put forward any specific 
proposals as to the modes of taxation to be adopted ? 
—No. 

9585. Nor did you express an opinion a,s to the 
amount that it may be necessary to raise ? — No— if it 
is necessary to raise anything extra at all. 

9586. (Sir A . Dent.) You gave us a short time 
ago your views about the wheat trade, and how it 
was affected by exchange, and tables were referred to 
showing how the export varies from year to year from 
various causes. Now wheat is an annual, and that 
karne argument would not apply to tea at all ? — No. 


9587. As the tea production must be exported to 
the United Kingdom or the colonies ? — Yes. 

9588. Then the effect of this exchange last year 
lias been to check the extension of tea, you say ? — It 
has. 

9589. In your opinion, is that check to extension 
altogether a great blow to the tea trade as a whole ? 
— In what respect. ? 

9590. If tea is being produced at the same rate as 
it has been during the last 10 or 15 years, are you 
not afraid that (there may he no market for it ? There 
must be a check in some form, must there not, other- 
wise, by producing so much, the price will be brought 
down to such a level that the production will cease to 
pay ? — There cGmes in the question of sujiply and 
demand. Of course, if you produce more than can be 
consumed, the prices will naturally fall, and production 
will be checked. 

9591. But the consumption of tea is not quite the 
same as the consumption of wheat ? — I understood 
that you were referring to tea, 

9592. Yes. An argument that might apply to 
wheat, which might be put to many uses, would not 
apply to tea, which has only one use ? — In the case 
of wheat, if sterling prices fell so low that it could 
not be laid down profitably from India, the production 
of wheat would naturally decrease, and, being an annual, 
some other crop would be substituted for it. 

9593. Wheat can be used for other purposes — if 
it cannot be made into bread, animals may consume 
it ; whereas only a certain section of the world drink 
tea. My question is, is it a great blow to the trade as 
a whole, that the lai’ge production of tea has had a 
check through this rise of exchange ? — I think it is a 
blow to the country that one of its principal exports 
should be checked. 

9594. Have not you heard amongst your many 
friends who grow tea, that some of them think that 
this rise of exchange is rather a blessing than other- 
wise, because it checks production ? — Some people 
seem to think so. 

9595. You have heard that said? — I have heard 
that said. 

9596. One gentleman, the other day, said he 
thought it would be a good thing if exchange went 
up to Is. 6d. ? — It would not necessarily follow. The 
natural effect of curtailing production would be to 
curtail consumption ; that is, if it had the effect of 
raising sterling prices. Now the sterling price of tea 
has fallen, and this has led to increased consumption. 
If the sterling price were raised by curtailing 
production, the effect might he to curtail consump- 
tion also, and there would be no benefit, while an 
opening would he given for the cheaper China tea to 
come into use more largely again. 

9597. In regard to the Indian and Ceylon tea trade, 
do you anticipate any great competition from China ? 
— Mr. Cameron, in reply to question 8382, has stated ; 
“ The competition of China will go on increasing year 
“ by year. As we have seen already, during the last 
“ 10 years the trade has increased very largely, and I 
u should look for that increase going on ; but it is only, 
“ perhaps, as you say, in the course of a generation 
“ that it will increase by leaps and bounds.” In my 
note I say, <£ Mr. Cameron's views as to the increased 
“ competition to he expected from China are supported 

by recent reports from Her Majesty’s Consuls in 
“ that country, as shown by the following extracts.” 

I can read the extracts; they are embodied in consular 
reports, which are published and available. 

Extract from Diplomatic and Consular Reports \ 
No. 2156, July 1898. Shanghai . 

“ Black Tea . — Nearly the whole of the first crop 
was as usual sold at Hankow. The Shanghai season 
opened towards the end of June* hut little business 
was done until August, when the rapid decline in the 
value of silver, alluded to above, enabled buyers to lay 
down their purchases cheaply on the London and 
New' York markets. The increase in the amount of 
settlements compared with last year's (69,000 against 
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46,000 half- chests) is no indication of the trade 
returning to Shanghai, but. an accidental occurrence, 
owing to violent fluctuations in exchange and freight. 
The result to foreign buyers has been on the whole 
fairly satisfactory. The second and third crops 
amounted to 75,000 and 61,000 half-chests respec- 
tively, against 61,000 and 15,500 half-chests for the 
previous season. The increase in the third crop 
shows the wonderful elasticity in possible supplies, 
when prices rise a little above the bare costs of 
production. 

“ An interesting incident in the past season was 
the experimental use at Wenchow of a machine roller, 
which proved beyond doubt that the most ordinary 
China tea is capable of astonishing improvments if 
treated by modern methods. Wenchow tea made by 
the old native process is of the most inferior descrip- 
tion, but, by being carefully made and machine rolled, 
a very fair drinkable tea resulted. 

“ A company under the auspices of the Commis- 
sioner of Customs at Hankow, Mr. R. B. Moorhead, 
is being formed to experiment in this line in the 
Hupeh tea districts, the safety of men and machines 
being guaranteed by Imperial edict, A somewhat 
similar company is already working in Foochow, and 
has, I understand, had some measure of success. It 
is now enlarging its operations. 

“The Chinese Government appears at last to be 
awakening to the fact that the tea trade is rapidly 
slipping away from their country, and there are signs 
that it will be willing to make some concessions to 
encourage measures for the improvement of the tea 
produced. A very efficient and feasible way would 
be to grant facilities to foreigners to take up land in 
the tea districts, so as to introduce more careful 
cultivation of the plant, and to offer a premium in the 
shape of a large reduction in duty on tea prepared by 
modern methods. The wisdom of such a course 
would appear obvious, for, if the measures for tea 
improvement were crowned with success, the revenue 
would soon recoup itself for the reduced duty by 
increased export, while, in the event of failure, the 
revenue would simply revert to its present footing.” 

Extract f rom No. 2072, May 1898. Foochow, 

“ The export of tea in 1897 was nearly 16,000,000 
lbs. below that of 1896, but the earthquakes in Assam, 
the appreciation of the rupee, the small output of 
Foochow teas, and a local combination not to flood 
the home markets precipitately, tended to make the 
season not unprofitable. 

“ Some of the old faults of Foochow teas appear to 
have been eradicated ; such as mixing the leaf of the 
old season with that of the new, or introducing an 
excessive proportion of dust ; and the native firing of 
the teas is very highly spoken of, and is, I am assured, 
on a par with that of Ceylon. But none of the new 
methods of preparing teas appear to have proved a 
complete success. Hand-rolled teas are said to have 
been a failure, and shade-dried teas are not well spoken 
of except in a few small parcels, where the quality 
was excellent and would command very high prices. 

“The establishment of the Foochow Tea Improve- 
ment Company, Limited, may do something to improve 
the conditions of the trade. It will doubtless give 
foreigners and Cantonese a more personal interest in 
the plantations, and an improvement in the company’s 
gardens is likely to induce the natives to pay more 
attention to their own. The only plantation at present 
owned by the company is at Doon Ling, about 15 
miles from Foochow, and already it is found in the 
neighbourhood that teas are picked with more care, and 
leaf is at last being bought directly from the producer 
without any middleman’s charges. Further, the yield 
of the old shrubs on the company’s estate is found, now 
that they are properly manured, to be surprisingly 
large. 

“The company has recently been reconstituted with 
a capital of over 70,000 dollars, and now proposes to 
experiment with plants raised from Indian seed, in 
order to compete directly with Indian teas ; but freight, 
i Y 3514. 


wages, and taxation, arc three items which are likely 
to handicap the company adversely. 

“ The local government- regards the company not 
unfavourably, and itself is making an effort to restore 
the tea trade by reducing tlie likin charges. The 
reduction is intended also to benefit- the provincial 
government, which is apprehensive that teas may be 
brought down under the transit pass, the duties under 
which would be paid to the central Government. The 
proposed reduction is nominally 4 mace (about Is. 2d,) 
per 100 catties, but the manipulation which weights 
undergo at likin stations prevents these figures being 
of much value. The intention, as I am assured by 
the officials, is to underbid transit dues, and, if this is 
carried into effect, the likin charges must be under 
I tael 25 c. (about 35. 9r/.) per picul ” 

Extract from No, 2156, July 189S. Shanghai . 

“ Cotton Goods . — Nine large cotton-spinning fac- 
tories were running at the close of the year with 
290,000 spindles. Additional spindles will shortly be 
erected, to the number of another 100,000. The labour 
employed is principally female, and, with the sudden 
demand, wages have been forced up enormously, the 
supply of skilled hands being naturally unequal to the 
demand. Wages, which began at 20 c. per day, 

rose to 30 c. (6^.), but have since gone down again, 
as the supply increased, to 25 c. (5 la.). 

“ In spite of this difficulty, the mills have already 
paid small dividends, and, it is believed, have good 
prospects before them. When in full working, the 
existing mills should produce about 240,000 bales of 
400 lbs. per annum. To meet the demand for raw 
cotton, large areas in the neighbourhood are being put 
under this crop. 

“China cotton, though apparently dearer than 
Indian or American, has certain advantages which 
fully compensate for its higher price. In the first place, 
it takes the dye very much better than other kinds, 
and consequently the yarn spun commands better 
prices. In the second place, though about 13 per cent, 
dearer than Indian cotton on the spot, Shanghai 
cotton is much cleaner, and the loss in weight, which 
is 12 per cent, on American aud 13 to 16 per cent, on 
Indian, is less than 10 per cent, on Shanghai cotton. 
This is due to the nature of the soil here, which is 
alluvial instead of being sandy. Moreover, Chinese 
cotton can be worked on one machine less than Indian 
or American, which is so much saving on working 
expenses. The staple is somewhat short, 20’ s being 
the extreme limit for which it can be used. 55 

Extract from No. 2059, April 1898. Chungking, 

“ Indian yarn is the one object of foreign import 
which has firmly and generally established itself all 
over the province in the face of rising prices. Con- 
trary to what might have been expected, the greatly 
increased import of raw cotton (chiefly from Chekiang 
and Xiangsu) has had no prejudicial effect, and this 
yarn has risen by 3,000,000 lbs. Prices have varied 
from 101 to 81 taels per bale. But the large increase 
of Chinese and Japanese yarns is especially worthy of 
note. With a rising rupee, India will compete with 
these yarns at a disadvantage, and Chinese yarns have 
a further advantage in lighter taxation. Foreign 
imports for the interior have to pay tariff duty plus 
one-half for transit dues or native likin, while the 
product of the steam mills at Shanghai only pays tariff 
duty, and is then entitled to a free pass all over the 
province. The yams produced by the Hankow mills 
are also growing in favour, they are sent by the 
Yang-tze under transit pass and do not come within 
the cognizance of the Chunking customs. Large 
quantities of the same yarns are sent from Hankow 
into Kuei Chou via the Tung Ting Lake and the 
Yuan River, Particulars of this trade must be sought 
in the Hankow reports. Hitherto the Indian^ article 
has been more plentiful and of superior quality, but 
the output of Chinese yarn is now rapidly increasing, 
and, instead of being confined to local markets, is 
seeking for distribution in the western provinces.” 
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The future of manufacture b} r Western methods in 
China is a subject, of the utmost, importance to every 
Englishman. The following facts and opinions may 
help experts to a judgment 


Extract from No. 458, May IN 98. Central and 
Southern China. 

“ In regard to wages, employers in China are at a 
great advantage. The wages of an adult man on the 
lower Yang-tze for a day of 12 hours, for, say, 320 
days in the year, in such industries as native hand- 
weaving and dyeing, average, at the present gold price 
of silver, 10s. to 126-. a month, all included. Wages 
may be expected to rise somewhat in the future for 
the more skilled classes of labour, as the number 
actually efficient, must be limited, at least until the 
system of apprenticeship, which is universal in China, 
has had time to take root in regard to the new industry ; 
but any great change in the level of wages amongst 
the plain workers must be very slow, as the operatives 
will have pressing upon them the mass of millions of 
cheap workers with just as good capacity as themselves 
— unless, indeed, manufacture is congested in one 
place, and labour allowed to get into the power of 
Chinese middlemen. The truth is that a man of good 
physical and intellectual qualities, regarded merely as 
an economical factor, is turned out cheaper by the 
Chinese than by any other race ; he is deficient in the 
higher moral qualities, individual trustworthiness, 
public spirit, sense of duty, and active courage, a 
group of qualities perhaps best represented in our 
language by the word manliness, but in tlie humbler 
moral qualities of patience, znental and physical, and 
perseverance in labour, he is unrivalled. Physically, 
he is a hard man — T am speaking of the labouring 
class — far from an Asiatic, as we use that word in 
English. 

“It seems probable that, under the leadership of 
skilled European managers and foremen, of character 
and temper, firm, just, and reasonable, the Chinese 
coolie and his wife will make excellent textile factory 
hands. European superintendence is essential, 
precisely because of their moral short-comings above 
stated. Judged by our standards we must pronounce 
all. organisations in China (with a few exceptions noted 
in Secs. 34 and 36) above the family and tlie small 
business partnership to be Hopeless failures. The 
upper class seem to lack the moral tone to carry on 
big enterprises ; indeed the laws and the courts of 
justice are wanting as well as the men. 

“ Still, here, these millions of patient, reasonable 
workers are only wanting leaders to make them pro- 
ducers on a gigantic scale, and leaders they will most 
certainly find. Whatever the future in politics of 
China may be, here these workers must remain ; and 
they are, in my opinion, destined to modify profoundly 
tlie ccndition of the world’s industries. 

“To return to; cotton manufacture, all Western 
employers and overseers of Chinese agree that they 
excel in lightness and deftness of hand, and that they 
are suited in physique and intelligence for work in 
cotton mills. They show extraordinary powers of 
endurance for instance, boys in the Hankoiv mill 
work through the whole night without leaving the mill, 
and with only a little ■ rice congee by way of 
food. There may he temporary difficulties with 
labour. f The Chinese have always practised, a 
forni oi strike against bad government, directed 
at the officials, by ceasing to do business, shutting 
their; shops , <& q. ; but’ we hear little’ of com- 
binations of workmen directed against employers, 
probably because these latter are many, scattered, and 
in a small way. It is probable that workmen employed 
in cotton mills will combine, but there is in China a 
dreadful poverty pf the masses, due to rapid increase 
of population, wherever a district has been spared 
rebellion and famine for a few tens of years, and 
northing can; Keep up the wages, of common labour, 
which ’.must, remain ? wider* ' the, jn'esenij ' system, close 
oil: ^taryatibn poipt., 


“ In regard to land, the lower Yaug-tze Valley is as 
perfect a site for manufacturing industries as can 
anywhere be found, with coal and iron in easy reach, 
a temperate climate, and good means of communication 
by water. 

’ “ In regard to capital, the third agent besides land 
and labour in production, the Chinese have not suffi- 
cient to develop their country, even with the present 
backward methods of industry ; and interest is accord- 
ingly very high. Tlie country does not now produce 
the precious metals to any extent ; and the Chinese 
have, it is believed, no more of silver and copper than 
is required for the ordinary circulation ; but they arc 
likely to get ample capital for enterprises under foreign 
management from abroad, and there is no more 
promising field for the investment of English capital ; 
no English money has been lost in China through the 
act of the Chinese Government, and little in any other 
way than by bad business.'” 

9598. Do you think Mr. Cameron’s remarks apply 
particularly to tea? — No. 

9599. If you refer to his answer 8388, you will sec 
that he rather meant that it should not appty to tea ? 
— I see what lie says there. 

9600. Anyhow, whether Mr. Cameron’s remarks 
apply to tea or not, it is the fact, is it not, that tlie 
supply of China tea that is taken in the United 
Kingdom has enormously decreased ? — Enormously 
decreased, yes. 

9601. As shown in the tables which Sir James 
Mackay gives, and which are published on page 18 of 
Part I. of our Evidence, it has gone from 143 million 
lbs. in 1884 down to 35 million lbs. in 1S96 ? — The 
decrease is very large, hut China still exports a large 
amount of tea to America, where it competes with 
Indian and Ceylon tea. 

9602. Then you are still afraid that China might 
eventually interfere with the Indian and Ceylon trade ? 
— Well, the capacity of China as a tea-producing 
country remains to be seen. It has materials, accord- 
ing to the reports submitted to Her Majesty’s 
Government, for almost limitless production, 

9603. It is said, I believe, in one place that China 
only exports one-twentieth of her production ? — I do 
not know how that is. 

9604. Anyhow the amount of tea that China 
exports is very small, compared with what she uses in 
the country, where the whole population drinks tea ? 
No doubt. 

9605. Now about the jute mills, to which you 
refer. You gave us a table in which the amount of 
the bank overdrafts is shown, and the excess of interest 
which had to be paid in consequence of those over- 
drafts reduced the dividends of the companies by 
per cent., and up to as much as 13 per cent. ? — It is 
stated, “ The excess interest represents the following 
“ dividend on the capital of the company.” 

9606. My only cpiestion with regard to that is rather 
for information than anything else. Have these 
companies any working capital ? — Most of them, I 
think, work almost entirely on borrowed capital, and 
they have to hold very large stocks of jute and manu- 
factured goods, and these bank overdrafts are taken 
from their figures. 

9607. Then are we to understand that it answers 
their purpose better to get overdrafts from the bank 
than to call up additional capital from their share- 
holders ?— So far, it has answered their purpose 
better, while money was cheap. 

9608. {Mr. Campbell .) As regards the effect of 
exchange on tea, as to which Sir Charles Orosthwaite 
put some questions to you, taking the sterling price 
realised for the tea, tfie exchange affects all that 
portion of it which has to be remitted out to India to 
be expended there ? — Yes. ; 

9609. It is only those portions of tlie proceeds 
which are spent in England which are not affected by 
the exchange ? — Certainly.. 

9610. Can you tell me what, the proportion between 
the . two is: what per-centage the one bears to the 
other ?— Taking it over a series of years, it .is ab^ut 
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10 per cent., I think ; that is to sav, that represents 
about the cost of the stores and other things that, have 
to he procured from England for the working of h*:i 
gardens. 

9611. So that, if that is the case, exchange idiVets 
90 per ceil t. of the total proceeds of the tea ? — Yes, 
about that. 

9612. Now, as regards the lower cost of production 
to which Sir Charles Crosthwaito alluded, caused by 
the rise in exchange, have you found that you get 
your coolie labour much cheaper than you did three 
years ago ? — No. 

9613. Any cheaper ? — No cheaper. 

9614. In the last three years exchange has risen 
to something about Is. Sid. a rupee ? — Yes. 

9615. That is close* on 30 per cent. ? — Yes. 

9616. So that you have been prejudiced to the 
extent of 30 per cent., and you say you have no 
advantage in the shape of cheaper labour at all r — No, 
none. 

9617. Do you consider the present exports of tea 
from India to be any criterion of the present prosperity 
of the industry ? — None whatever. 

9618. The larger exports which have been referred 
to, are the result, are they not, of extensions which 
were made when exchange was at a lower level ? — 
Yes. 

9619. It is only three or four years hence that the. 
effect of the exchange in cheeking production will 
make itself apparent ? — Yes. 

9620. Now, as regards the effect of exchange on 
exports and imports, you admit, of course, that 
exchange is not the only factor in increasing or 
decreasing exports? — It is not the only factor. 

9621. There are markets, and prices, and crops, 
and demand, all to take into consideration ? — Yes, 
and cost of transport. 

9622. A large crop may produce large export, 
•whatever the rate of exchange is ? — Yes, it might. 

9623. If a country grows a very large crop of 
anything more than it can use, it will export it, what- 
ever the rate of exchange may he? — Yes. 

9624. And, on your theory, a large export would 
actually lead to a higher exchange ? — Yes, the effect 
would be to raise exchange. 

9625. Allusion has been made to the year 1890-91 
as an instance of large exports when exchange was 
comparatively high. Are you aware that that year 
was the year when there was a Russian famine, and 
a great failure of the Russian wheat crop ? — I was not 
aware of that. 

9626. And that that led to a very large increase in 
the price of wheat, and a consequent very large increase 
in the exports of wheat from India ? — From the figures 
I have, the price of wheat in England in 1896 was 
from 33s. to 34.?.; in 1891, 36.?. to 38-?.; and in 1892, 
30?. to 32?. Since then it has been always lower, 
until this year, when, owing to exceptional causes, 
the price rose very considerably. 

9627. You contend that a low exchange gives a 
higher rupee price, provided the sterling prices 
remains the same ? — Yes. 

9628. And I think it has been brought out — in fact 
you replied yourself — that India is not the only 
country that determines sterling prices ? — Certainly it 
is not. • 

9629. There are some remarks in your memorandum 
as to prices and markets adjusting themsel vos^ to 
exchange. Do you take it they would so adjust 
themselves ? — Well, a high exchange would lead to 
contraction; and a lower exchange would lead to 
expansion. 

9630. A high exchange would lead to contraction 
of what ?— ■ Of production. 

9631. And to a checking of exports ?— Yes. 

9632. Low exchange, on the other hand, would lead 
to an expansion of exports ? — Y es. 

9633. And checking of imports ? — -Not necessarily ; 
because tlie price of imports depends on the sterling 
price of the commodities. Take, for instance, the case 
of cotton. Cotton is lower now than ever it was 


before, and Manchester is able to produce cotton goods 
at a smaller cost, which enables her, even with a low 
exchange, to go on importing largely into India ; blit 
of course the tendency is lor low exchange to check 
imports. 

9631. Then would you say that the tendency of a 
high or a forced exchange on trade would be towards 
establishing more and more of an equilibrium between 
imports and exports ? — Certainly it would check 
exports and encourage imports. 

9635. It would, in fact, diminish the Valance of 
trade ? — It would diminish the balance of trade. 
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9636. And thereby diminish India’s power of paying 
her foreign debt? — Certainly. 

9637. I see that, in the memorandum from the 
Chamber of Commerce which yon put in. they allude to 
high exchange as an important factor in the increased 
import of sugar into India? — Yes. 

9638. They allude there to a proposed remedy ; 
what was the remedy? — I believe the remedy was an 
increased import duty. 

9639. A countervailing duty ? — A countervailing 
increased import duty. 

9640. Are you aware whether the Government have 
taken any action on that report — The Government 
have taken action. They took steps to be represented 
at tlie Brussels Conference ; one of their o dicers was 
appointed to go there on behalf of the Government 
of India; ami I see from a telegram to the Times 
last week that they have ordered local inquiries to be 
made by the provincial Governments as to the effect of 
these imports of beet sugar -on the cane production hi 
India. 

9641. So that the matter is engaging the attention 
of the Government of India ? — -Yes. 

9642. Now, as regards Chinese competition with 

India, it is not only in tea that China is likely to compete 
with India. Is it not the case that China is a large 
competitor with India ia the production of cotton 
sroods ? — Yes. I will read an extract from the 
Shanghai Consular Report of July, 1898. “ Nine 

6i large cotton- spinning factories were running at the 
“ close of the year, with 290,000 spindles. Additional 

spirulles will shortly be erected to the number of 
“ 100,000. The labour employed is principally 
iC female, and with the sudden demand wages have 
“ been forced up enormously, the supply of skilled 
“ hands being naturally unequal to the demand. 
li Wages, which began, at 20 c. (4 ^d.) per day, rose 
“ to 30 e. (6-W.), but have since gone down again, as 
ic the supply increased, to 25 c. In spite of 

“ this difficulty, the mills have already paid small 
“ dividends, and, it is believed, have good prospects 
“ before them. When in full working, the existing 
a mills should produce about 240,000 bales of 400 
(i lbs. per annum. To meet the demand for raw 
cotton, large areas in the neighbourhood are being 
<c put under this crop. China cotton, though appa- 
rontiy dearer than Indian or American, has certain 
tc advantages which fully compensate for its higher 
u price. In the first place, it takes the dye very 
li much better than other kinds, and consequently 
tc tlie yarn spun commands better prices. In the 
« second place, though about 13 per cent, dearer 
“ than Indian cotton on the spot, Shanghai cotton is 
tc much cleaner, and the loss in weight, which is 12 
“ per cent, on American, and 13 to 16 per cent, on 
“ Indian, is less than 10 per cent, on Shanghai 
« cotton. This is due to the nature of the soil here, 
« which is. alluvial instead of being sandy. More- 
<£ over, China cotton can be worked on one machine 
less than Indian or American, which is so much 
u saving on working expenses. The staple is sorae- 
« what short, 20’s being the extreme limit for which 
“ it can be used.” 

9643. The China mills have hitherto used Indian 
cotton very largely, have they not ?— Indian cotton 
and Indian yarn. 

9644. And tc the extent to which they use Indian 
grown cotton, for instance, is it the case thatthe China 
manufacturer is in no better position for production 
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than the Indian competitor by the fall in China 
exchange ? I mean this. Is it not the case that the 
Chinese buyer of Indian cotton has to suffer a loss in 
remitting to India for the purchase of the cotton, 
equal to the loss sustained by the Indian manufacturer 
in selling his goods in China? — Yes, I should think 
they equalise each other. 

9645. But would not a different aspect be given to 
the question if China were to begin to produce her 
own cotton on such a scale as to enable her to 
dispense with the Indian article ? — Certainly, and 
that is what she is going to do, apparently. 

9646. I see from one of the consular reports that 
the area of cotton-growing in China is being largely 
increased ? — Yes. 

9647. You make a suggestion that the exchange 
should be fixed at Is. 2 d. instead of Is. 4 d., and you 
give your reasons fully as to that suggestion, which I 
will not go into now. You have put them on record, 
I think, already. Then, allusion was made to some of 
the other schemes that have been put forward — -the 
Lindsay scheme for instance, which aims at establish- 
ing a ratio of Is. 4 d. Did I understand you rightly 
to say that, in your opinion, if that is a proper and a 
natural ratio/no artificial support should be necessary ? 
— Yes, certainly. 

9648. And, if it is not a proper and a suitable ratio, 
you consider it a mistake to attempt to force it upon 
India by artificial means ? — ‘Most certainly. 

9649. Mr. Lindsay’s scheme is Is. 4 d. If that is 
not a natural ratio, would it not be a mistake to 
attempt to force it upon India by artificial means ?— 
Yes, I think so. 

9650. You say that no special measures for acquiring 
gold would be necessary ; that is to say, gold would 
flow in by the operations of trade ? — Yes. 

9651. (Sir J. Muir.) There is a vast difference 
between Is. 2d. and Is. 4c?., so far as the trade of the 
country is concerned ? — The question to my mind is, 
what rate will the conditions of trade make effective. 
1 hold that trade will not make Is. 4c?. effective, and 
it might make Is. 2c?. effective; and I say further 
that, as regards the reduction of the rate from Is. 4c?., 
the railway and land revenue will increase by the 
stimulus given to the export trade ; and it is better to 
have an increased revenue from expanding trade than 
to increase the taxation. Then there is one other 
point I might mention. It seems to be supposed that, 
if you establish a stable exchange between England 
and India, capital will flow out to India; but I 
say that capital will only be attracted to India if 
it can be profitably employed there; and, if the 
effect of any measures adopted by Government is to 
injure the industries of India, capital will certainly 
not be put into them. 

9652. (Mr. Le Mar chant.) Has there been any 
marked change in the conditions of the production of 
indigo in India in recent years ? — We had three large 
crops of indigo in the three years preceding the last 
two years, which has affected sterling prices. 

9653. Has there been a tendency in sterling prices 
for some years to droop, compared with the prices of, 
say, 12 years ago ? — Yes, certainly, there has been a 
tendency in sterling prices to fall,. There has been 
a tendency in all gold prices to fall in recent years. 
Partly that may be due to the appreciation of gold. 

9654. But is it not the case that indigo fell away 
somewhat rapidly in price ? — I can give you the 
prices of good consuming Bengal indigo since 1881. 
In 1881 the price of indigo was 6s. 9d. per lb.; that 
is good consuming Bengal indigo. In 1882 6s. 6d. ; 
in 1896, 4*. 3d.; in 1897, 4*. 

9655. I think there was a corresponding fall in 
Other indigo ? — I have not the prices here for other 
descriptions, but the sterling prices of all classes of 
indigo have fallen. 

9656. Would you # attribute that to any cause 
especially affecting indigo ? Have the inferior qualities 
tended to supplant the superior qualities, and reduced 
the demand for them ?— The finest indigo, as I say, 


goes to Russia and Prance; it does not come to 
England. 

9657. Is it not the case that discoveries in the 
process of dyeing have enabled the inferior qualities 
to bo used to a greater extent than formerly? — Well, 
dyers in this country are, I think, going in more for 
the cheaper indigos. 

9658. And that would tend to lower the average 
price, would it not? — Certainly. 

9659. Would you consider that the area of use for 
indigo was limited ? — Yes. 

9660. And that any supersession of the natural 
indigo by artificial would have consequently a more 
marked effect ? — Certainly. 

9661. It has been suggested, I think, that artificial 
indigo may be very much reduced in cost of pro- 
duction and price ; that is an apprehension ?- — That 
is an apprehension, yes. 

9662. Supposing you have a constantly cheaper 
price at which a competitive article can be placed 
upon the market, do you think it would be a wise 
thing to endeavour to meet that by a lower rate of 
exchange ? — A lower rate of exchange would enable 
the Indian product to be supplied at a lower cost. 

9663. For the time being ; but if the cost were 
still further reduced in Germany ? — Well, it would 
become a case of which could survive. 

9664. But you think the method of loweriug 

exchange is a reasonable way of meeting the greater 
competition ? — Lowering exchange benefits all pro- 
ducts in India that compete with those of other 
countries. I do not quite follow you. Do you mean 
to say that it would be desirable for the Government 
to go on lowering exchange 

9665. I understand your suggestion to be that a 
lower rate of exchange, by enabling Indian indigo 
to be laid down more cheaply in London, would be 
a desirable mode of meeting German competition ? — 
It would be an effective mode of meeting it for the 
time being. I have stated that I think there is a 
limit to the benefit from the fall of exchange. As 
soon as the rupee depreciates in relation to the volume 
of commodities in India, it will cease. 

9666. Then you would wish exchange to be such 
that the rupee price of indigo should remain without 
alteration, not that it should rise ? — I do not want the 
rupee price of indigo to fall by an ai*tificial rise of 
exchange or an artificial value given to the rupee. 

9667. Then what would be the effect of lowering 
exchange ? Would it not be to maintain the rupee 
prices of indigo? — Yes, or increase them. The rupee 
prices of indigo have been lowered by the rise in 
exchange. 

9668. What would be the limit to the advantage 
of lowering exchange ? — When the purchasing power 
of the rupee generally in relation to commodities 
falls, as it might have done had the mints remained 
open. 

9669. In fact you would not wish to see higher 
rupee prices generally in India ? — Well, rupee prices 
have been lowered by raising exchange. As to 
certain commodities — indigo for instance, which com- 
petes, say, with the artificial dye and with indigo from 
other parts of the world — I should like to see the price 
of it rise ; or, to put it in another way, I do not 
approve of the rupee prices of Indian products being 
lowered by an artificial rise in the value of the 
rupee. The action of the Government in India has 
raised exchange and has lowered the rupee value 
of indigo, but it has not affected the sterling price, 
which is regulated by the supply and demand and 
competition with other countries. 

9670. Guatemala indigo is much less in the market 
now, is it not ? — I am not acquainted with that. 

9671. But that indigo has not been affected by 
currency at all ? — I am not acquainted with these 
currencies. 

9672. You mention in your paper the competition of 
cheap cotton from the United States ? — Yes. 

9673. Was that cheapness of production owing to the 
general conditions of production in the United States ? 
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— I believe so, I have quoted a reference to that : 

“ A reference appeared in one of the daily papers last 
“ week to the unprecedented cheapness of raw cotton 

at the present time, and in explanation of same it 

was stated that an exhaustive report, furnished by 

bankers in the Southern States of America, estimates 
" that in most sections the cost of production i 3 only 
a about one-balf what it was 10 years ago, the pre- 
“ sent price — (ive cents a pound at port of loading — 

“ yielding consequently about the same profit as 
“ double the price did a decade back.” The general 
conditions, apparently, of production are such that 
cotton can now be produced at about half the cost 
that it could formerly. 

9674. That is in a gold-using country ? — Yes. 

9675. Would lowering exchange (or depreciating 
the currency) be a satisfactory way of meeting that 
competition? — Well, I hold that the low exchange 
enables India to compete better with a country where 
the cost of production is lower. 

9676. In the two cases, the causes of low prices are 
different ? — It is all a matter of the cost of production. 
If the United States can produce cotton at half the 
cost that it could 10 years ago, it is in a better position 
to compete for the supply of cotton to the world than 
it was before. India, on the other hand, by the 
raising of exchange, is put at a disadvantage in that 
competition. 

9677. Would a low exchange be in the long run 
the most effective means of meeting the difficulty ? — 
It is a means of meeting competition. 

9678. If the United States were still further to 
cheapen the production of cotton, what then ? — Then 
it is a case of competition — which could supply it 
cheapest. 

9679. In fact, the method of meeting it by low 
exchange would extend up to a certain point, and no 
more ? — Exactly. 

96S0. Is it your opinion that rupee prices have fallen ? 
—They have fallen within this last year. Up to the 
time of the closing of the mints, or probably a little 
later, the purchasing power of the rupee had not 
materially changed. That is the conclusion i have 
come to. Rupee prices are now falling, according to 
the reports that we have. 

9681. Has your attention been directed to the 
Government tables giving the result of prices taken in 
the aggregate? — This is the latest information I have. 
It is set out in my memorandum, but may I read this 
extract from the “ Review of the Trade of India in 
1897-98”? “The prices quoted for rice and wheat 
“ are at the end of the period of scarcity, and hence 
“ the great decline, but the average price last year for 
“ both was higher than in 1896-97. All the other 
“ commodities mentioned in the table also show a 
“ marked fall in price.” 

(Mr. O' Conor.) That is alluding to the prices of 
exports at a port. In the table I supplied I have 
given the prices of grains in the interior of the 
country. 

( Witness.) I am speaking of the prices of exports, 
which are the only ones affected by exchange. 

9682. (Mr. Le Marcliant.) You were saying that 
rupee prices, at all events of certain commodities in 
certain places, have fallen ? — Yes, they have lately. 

9683. And you attribute that to the closing of 
the mints ? — Ye3, or the rise in exchange. It is 
borne out by Mr. Finlay in his evidence. He 
said they quite expected there would be a fall in 
prices from the closing of the mints. 1 have quoted 
from one of his answers : I say, “ It is contended, as 
“ the reason for adhering to an exchange of Is. 4 d., 
“ that prices have adjusted themselves to that rate 
“ (Mr. Arthur, 2,033), and it is stated that trade will 
« adjust itself to any rate (Mr. Finlay, 3,039), rupee 
“ prices falling as "exchange rises;” that is what 
Mr. Finlay says. 

9684. Would not that mean general rupee prices — 
rupee prices throughout the country?— The prices 
obtained for articles exported affect, to a more or less 
extent, the prices ruling throughout the country. 


9685. But do you find that they have affected them 
in such a way as to produce a general fall ? — This 
book, “The Review of the Trade of India in 
1897-98,” is the latest information I have on the 
subject. Of course the conditions of the last two 
years were abnormal, and can hardly be taken as a 
criterion of the normal state of affairs in India. 

9686. I think that is eliminated in our tables ? 

(Mr. O' Conor.) Yes. This table of prices here 

has reference to the level of prices in 1873 ; and the 
general rise of prices in India may be taken as any- 
thing between 7 and 30 per cent. Those are the 
prices of the seven principal food grains, taken from 
a very large number of districts, from the year IS73. 

9687. (Mr. Le Marcliant.) How, comparing 1873 
generally with June 1896, the figures which I have 
before me, and which go over the whole ground, show 
a rise in the index number from 700 to 1,000, in 
round figures? — Yes. There is not much variation 
if you go back to 1876, 1880, 1891, 1892, and 1893 ; 
then there was a rise in prices in 1894-95. 

9688. Would that be so, if you took the periods of 
three years and averaged them ? In the earlier 
years are not the numbers, as a rule, lower ? — You 
Lave got here 1897 and 1898. There was an increase 
of prices in 1897, and a fall again in 1898. 

(Mr, O' Conor.) 1897 was the famine year. 

(Witness.) Quite so. 

9689. (Mr. Le Marcliant.) But the other inter- 
mediate years are at a lower figure ? — Well, there 
may have been some special reason for it. That is 
not explained. 

9690. Or there may have been special reasons for 
the higher yearn ? — Yes. 

(Mr. O y Conor.) The higher years include the years 
of the great famine, 1876 and 1877. 

9691. (Mr. Le Marcliant.) In referring to the 
Government statistics, you quoted a remark that no 
explanations are given of this great mass of figures ? 
— I was referring to an article I saw in the Economist , 
in which they said they had tried to analyse the 
figures, and they complained that the figures were 
not very clear. 

9692. In the statistical returns of the English Board 
ot Trade, are there any explanations or comments 
given? — I do not know at all. 

9693. In the Government publication from which 
you are reading, are there not comments and explana- 
tions ? — ‘In the “ Review of the Trade of India” some 
explanations are given. 

9694. So that anyone who wishes can find there 
whatever explanations the Government can give ? — If 
they searched for them, certain explanations would be 
forthcoming. 

9695. The explanations take up a considerable 
portion of the page, I think ? How, with regard to 
an expression towards the close of your memorandum 
where you speak of a “ natural exchange,” you allude 
to the lowest point to which exchange fell in 1892, 
and then you appear to infer that the natural level 
would be one that approximated to that ? — That is 
my belief. I have not got very satisfactory figures 
to go upon, but I think the indications tend to show 
that that was about the natural level. 

9696. Why is the level more natural at that par- 
ticular time, when exchange fell, than in other years ? — 
Because it is the exchange required by the conditions 
of* trade. 

9697. Of that time ? — For instance, I have said 
that I do not think the conditions of trade will 
maintain an exchange of \s.4d., whereas it might 
more easily maintain an exchange of Is. 3c?., and 
might more easily still maintain an exchange of Is. 2d. 
The position of India, as I look upon it, is quite 
exceptional in this respect ; that it has a large foreign 
indebtedness which it must meet by its exports, and 
to enable it to meet that debt it must continue to 
export large quantities of produce in excess of what 
it imports; therefore, if you check the exports, you 
affect India’s ability to pay its indebtedness. 
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16 Nov. 1898. 9699. Would that be owing” to India having com- 

— * maud of more sterling in England with which to buy 

imports ? — ISTo ; there would be an equilibrium ; that 
is to say, India could only buy to the extent that 
she exported ; and, if the imports were cheapened, there 
would naturally be an increase of volume, and she 
would probably not be able to export produce 
sufficient to meet her debt. 

9700. How would those additional imports be paid 
for ? — By the exports. 

9701. But I think yon were saying that the sterling 
proceeds of those exports would be rather less, if 
anything, than more? — I do not quite follow you. 

9702. I thought your view was that at a rate of, 
say, Is. 4 d. the exports would be less than at a lower 
rate ? — Yes. 

9703. So that, unless there were a change in 
sterling price, there would be less sterling at the 
command of India to buy with ? — Yes, and therefore 
she would import less. 

9704. But I understood yon to say that India would 
import more ? — She could not import more than she 
could pay for, but she might import as much as she 
exported, and leave no balance over. 

9705. The payments by the public for imports, and 
the payments by the Government on account of home 
charges, are 'all ultimately made out of the sterling 
proceeds of exports ? — Yes. 

9706. And there is a certain competition between 
the Government and the public for the command 
of so much of those sterling proceeds as each may 
require ? — Yes. 

9707. And we may exclude from consideration the 
mechanism of exchange, and say that the Government 
buys, and pays rupees for, one part of the sterling 
value which is at the command of India, and the 
public buys, and pays rupees for, the other part? — • 
Yes. 

9708. In principle, would not the process bo the 
same, whatever the rate of exchange ? — Weil, there 
would be competition between, say, the Government 
and the commodities imported into India; in other 
words, the exchange which the Government would 
have to accept might be very much lower. 

9709. I am excluding that consideration for the 
moment. The process would be the same at any rate 
of exchange ? — The Secretary of State competes with 
importers of commodities into India, and the effect of 
that competition would he that, if there were not .suffi- 
cient exports to pay for Loth, either imports 
would have to fall in price, or the Government 
would have to accept lower rates of exchange for 
their bills. 

9710. But I wish to ascertain why people who 
wish to import into India should have greater 
advantage in competing with the Government at, 
say, Is. ‘id., than at Is. 2d. ? — A greater advantage ? 

9711. The assumption that imports would displace 
Council bills, means that the public who import would 
obtain command of a greater proportion than before 
of the sterling proceeds of exports in London ? — From 
the higher rate of exchange, importers into India 


derive a benefit in the laying-down cost of their goods. 
It cheapens the goods in the laid-dowu cost in India. 

9712. Are you taking rupee prices in India as 
remaining the same, or as tending to bo reduced by 
the restriction of the currency ? If the rupee price of 
imported goods fell in India, would not that tend to 
counterbalance the rise of exchange and leave things 
very much m statu quo ? — Supposing the cost of an 
article imported into India in sterling is 100/., and 
exchange is Is. id., that article can be laid down in 
India at less cost at Is. 4d. than it could be at, say, Is., 
because the rupee price would be lower, and it would 
depend upon how far the rupee price fell, as regards the 
quantity of that article that would he imported into 
India, or how long its importation could go on. 

9713. And the tendency of the rupee price to fall 
would, to that extent, counteract the tendency of 
imports to increase owing to a rise of exchange ? — 
Yes, certainly. 

9714. How, comparing the position of the Govern- 
ment with that of the public, if wc assume that rupee 
prices are to some extent lower, would not the 
rupees with which anyone in India contemplated 
paying for imports have cost him more — or, in other 
words, would not the consumer in India have fewer 
rupees to spend ? — He might have fewer rupees ; but, 
take the country as a whole, the country as a whole 
must pay for imports by means of exports. If it 
has had fewer rupees for the quantity exported it will 
have less available to pay for imports. 

9715. 1 was rather dealing with the difference 
lie tween the position of the Government and that of 
the purchaser of imports ? — It is not a question of the 
purchaser of imports, it is a question of the exporter 
from England of commodities. The question lies 
between liim and the Government in selling its 
exchange bills. 

9716. I thought we started by assuming that there 
was a certain amount of sterling proceeds of exports 
available in London ? — Yes. 

97 17. And the question was, why should the 
Government be at a greater disadvantage in obtain- 
ing command of a portion of that at 1,?. 4d. than 
at Is. 2d. ? — Because the commodities have to compete 
with the Government; that is to say, the imports 
can be laid down in India . at a lower cost with 
an exchange of Is. id. than with an exchange, say, of 
Is. Id. Therefore, to that extent, the Government 
suffers in its competition with commodities. 

9718. If the rupee rises in sterling value through 
the supply of currency being less, relatively to the 
work it has to perform, will not that condition affect 
rupee prices generally and thus remove the special 
advantage which importers might otherwise derive from 
a high exchange? — Y r es, rupee prices generally would 
be affected, but, as regards importers, the high exchange 
will make up to them for the lower rupee price, while 
as regards exporters the high exchange will reduce 
the rupee prices paid for exportable products, thereby 
tending to diminish exports, until the competition 
between importers and the Government for the 
proceeds of the reduced exports leads to the fall in 
exchange required to restore exports again to the 
necessary volume. 


The witness withdrew. 
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97 19. (Sir A. Dmt.) You represent the Bombay 
Native Shares, Stocks, and Exchange Brokers’ 
Association ? — Yes. 

9,720. Wliat is your business? — I am a Parsec 
broker and partner in the firm of Messrs. Merwanjee 
and Byramjee, dealing in exchange, finance, bullion, 
and Government securities. 

How long have you been in business ?— For 
the last 35 years* , ... * ... 

s a 


9722. Were yon in favour of the closing of the 
mints in 1893 ? — 1 was against the closure of the 
mints. 

9723. Will you give us your reasons for that ? — 
I was personally opposed to the closure of the mints, 
on the fundamental assumption that India was pros- 
pering under .the free silver currency, and trade and 
industry were . in a thriving condition. The best 
answer against: the. .closure was the then existing 
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prosperous condition of India. Then* were, no doubt, 
difficulties in the way of Government to meet the fall 
of Exchange in respect of their own remittances, but a 
large majority of the Natives thought that was not a 
sufficient reason for the closure, and I was much afraid 
of an adverse effect on the cotton mills, owing to an 
expected fall in the price of silver and stringency of 
money. 

9721. What, in your opinion, has been the effect of 
closing the mints ? — Government set before them de- 
liberately the task in June 1893, to produce scarcity of 
money by closing the mints and to reach the goal of l.y,4d. 
exchange, and to maintain it there, so that the public 
might pour gold into their treasuries, and take rupees 
from them. This is the object with which they acted 
as they did, and the question is, have they succeeded ? 
The most favourable circumstances one can imagine 
as helping that object have come into play since 
the end of 1896. They incurred heavy expenditure 
for famine and war, they curtailed their council 
drawings, and even bought rupees in London to the 
extent of Rx. 1 ,000,000. The result was that Rx.359,3S 1 
worth of gold was tendered to the treasuries. Mer- 
cantile credit has been shaken a good deal from 
January to March 1898, money rose to an unpre- 
cedentedly high rate of interest; ranging from 13 per 
cent, to 24 per cent, per annum on best securities, and 
that was its current value for some time, although the 
Bank of Bombay rate was nominally at 13 per cent. ; 
and when all these circumstances, which have caused 
a great deal of distress to the country, have not been 
sufficient to pour gold into the country, the question 
is whether it is wise to persevere in the experiment, 
I mean the experiment of continuing the stringency or 
increasing it. 

9725. What have you to say as to the currency 
proposals of the Government of India ? — The Govern- 
ment of India evidently believe, to judge from their 
proposal of March 3rd, 1898, that they will succeed in 
getting gold by taking further measures to create 
stringency of money. The plain meaning of the pro- 
posal is, in a famishing money market, irrespective of 
manifold miseries inflicted on trade and Government 
credit already, to starve it further by drawing 
Rx. 12,000,000 from public circulation. This is an 
absurd proposition, and that it has taken the mercantile 
and banking community of India by surprise is a 
matter of public notoriety, and I need not enlarge upon 
it. To withdraw Rx. 12,000,000 in times when 
Government practically fail to float their own loan 
successfully of'Rx. 1,200,000, when the municipality of 
Bombay and Port Trust of Bombay have entirely failed 
to raise - their small loans, although the latter offered 
half per cent, better rate of interest than on its pre- 
vious loan, and although they are open to accept a rea- 
sonable price, when the mills and other industries pay a 
flxed rate of 8 per cent, to 10 per cent, for 12 mouths’ 
finance against 5 per cent, to 6 per cent, in previous 
years — when we plainly see all these serious results of 
the stringency of money, how can we still further per- 
severe in the direction of tightening the screw and 
throttling the trade and industry of the country ? In 
the third’ paragraph of its despatch of the 3rd March 
1898, the Government says: — “The average annual 
“ addition to the currency when the mints were 
“ open was about Rx. 7,000,000, of which, how- 
“ ever, a part only, perhaps half, was a permanent 
“ addition, an amount equivalent to the remainder 
« being removed from the circulation prin- 

« cipally for the purpose of conversion into 

“ silver ornaments.” The meaning of this Govern- 
ment estimate is that Rx. 3,500,000 of currency 
were added every year to the existing coinage 

for the necessities of India. If the country were 

left to automatic currency, it would absorb every year 
Rx. 3,500,000 of fresh coin to supply its needs. The 
mint being closed in June 1893, the currency starva- 
tion to the country in the five years has been to the 
extent of Rx. 17,500,000, less about Rx. 2,000,000 
coined for the banks immediately after the closure, 
and Rx- 2,000,000 received from the Currency Depart- 


ment: tile deficit lias been, in the matter of fresh 
coinage. Rx. 13,500,000, which alone would have 
kept the circulation to its normal condition. In the 
event of the Government of India proposal being 
carried out, the deficiency would amount to Rx, 
33,000,000, and what would be the effect on the 
country, on its trade and industry, to what extent 
prices would fall and interest rise, one is at a loss to 
know, and why all this infliction of misery on the 
previously happy condition of the country should be 
brought about. 

9726. Can you lay any evidence before the Com- 
mittee with regard to the stringency prevailing in the 
beginning of this year? — The stringency of the money 
market from January 1898 to March 1898 in Bombay, 
when I was present on the spot, was so severe that it 
was impossible to sell Government paper or get 
advances upon it. Our firm was repeatedly asked by 
a firm of undoubted standing, trading with England 
and China and other parts of the world, to get 
advances on Government paper. This firm was 
always holding more than Rx. 100,000 worth of 
Government paper for the purpose of raising money 
whenever it required it. But we were unable to 
negotiate assistance for them ; we did get them the 
money at times, but on condition of repayment within 
two or three days, and very often the banks confessed 
that they were unable to lend owing to want of cash 
in hand to span* for the purpose. This is a most 
serious inconvenience to trade. The firm in question, 
if they had got money, could buy produce or advance 
to their constituents to facilitate trade. The result of 
such tightness, it can be easily imagined, would 
block trade ; exports would be slow to move ; and 
importers would find it hard to meet their obligations. 
There is a large business done by brokers for exchange 
banks and presidency banks in ’Government paper for 
a short settlement ahead, and the brokers avoided as 
much ns possible executing such orders, and requested 
the banks not to sell paper for delivery on one fixed 
day, as they could not guarantee payment, and, in fact, 
portions of such settlements were postponed beyond 
due date, as nobody would buy Government paper or 
advance upon it. With Government paper in such a 
predicament, one can easily realise how difficult it 
would be to sell other securities. Holders of shares 
and municipal bonds and other first-class securities 
could not either sell or raise money on their securities. 
It was a terrible state of affairs, and would be intoler- 
able in London for a day. I state this at length to 
point out to the Committee tlie considerations on which 
I base my opposition to the Government proposals 
of March 3rd, 1898. A glaring illustration of the far 
reaching hardships resultingto India from the stringency 
of money is furnished by the recent failure of the 
Municipality of Bombay to float a loan of 29 lakhs at 
4 per cent, interest. The municipality has always 
commanded nearly as good credit as Government paper, 
and the failure to float its loan is due to the experience 
of the stringency of money for the last two years, 
augmented by plague expenditure. Government are 
unable from the same cause, more or less, to help the 
municipality. Thus the most urgent works, such as 
sanitary measures on a large scale, and the improve- 
ment of the drainage and dwellings of the poor, whicii 
are the crying necessity of Bombay, run the risk of 
beingindefinitely postponed, — to the great danger of the 
health of the people. I might forecast a similar fate 
awaiting the new project for the improvement of the 
City of Bombay, which is passed by Government as an 
important measure for the health of the people. There 
is the City of Bombay Improvement Trust started by 
the Bombay Government to beautify the city and to 
put it in a sanitary condition, but, unless they could 
raise money, they could do nothing. 

9727. How, was the stringency of the money 
market such as to require, in your opinion, measures 
of relief? — Yes. Whilst on this subject I would 
suggest that, until the Currency Committee has.evolved 
some scheme of currency or suggested remedial 
measures, the one urgent step that aught, to be forth- 
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with recommended to the Government of India is, 
that during the busy season, viz., January to June, 
the Government should help the trade as much as 
possible by putting a portion of the public money at 
the service of the trade. It should be the settled 
policy of the Government to maintain a very high 
credit for its paper. 

9728. Are you in favour of establishing an effective 
gold standard for India ? — Yes. 

9729. At what rate the rupee ? — I am personally in 
favour of a ratio of Is. 2d., and I will give you my reasons 
for it. It is advantageous to the trade in opium and 
yarn with China, and other Indian trades competing 
with silver countries. It will facilitate the reopening 
of the mints if deemed advisable ultimately, as it will 
reduce the difference between the gold price of silver 
and the gold price of the rupee. It will also be 
favourable to the establishment of a gold standard, as 
the public will have to pay Rs. 17*2 instead of Rs. 15, 
to get a sovereign, and thus the owner of a sovereign 
will get Rs. 17*2 instead of Rs. 15. These are my 
reasons for reducing the ratio — that, even if you came 
to a gold standard, it will be better for the country ; 
and, if you returned to a silver standard, it is good for 
the country to reduce the ratio from Is. 4d . to 2d . 

9730. You favour a gold currency ? — Yes. 

9731. Could it be established by the Indian 
Government ? — Yes. My view is that Government 
should open to free coinage either of silver or of gold. 
I say gold for preference, because, now that the country 
has suffered so much from the closing of the mints, it 
is better to go on towards an effective gold currency, if 
possible. I am a believer in gold currency in active 
circulation with Imperial guarantee and assistance, or, 
failing that, in the reopening of the mints to silver. 
It is time now the Imperial Government came forward 
to assist India in this policy of establishing a gold 
standard, which, however, she is incapable of under- 
taking on her own responsibility, as it involves 
indefinite liability. If I were asked why Great 
Britain should come forward to help India in this 
matter, my reply is that the currency question of 
India does not relate merely to that country, but that 
the credit of Great Britain is intertwined with the 
solvency of India. As against that, what is a guaran- 
tee of 50 millions sterling to England for the sake of 
India? This is a question for statesmen to answer, 
and I need not do any more than point to it here, 
and merely remark that such a measure on the part 
of Great Britain would make the union which binds 
India to England inseparable for ever. My idea is 
that, on obtaining the Imperial guarantee, the Indian 
mints should be opened to the free coinage of gold at 
a ratio of Is. 2d., convertibility of rupees not to be 
guaranteed until Government has collected suffi- 
cient gold. Immediate coinage of gold will relieve 
stringency and help the trade of the country. 

9732. Now, what are your views as regards the 
reopening of the mints to silver ? — I submit it as an 
alternative measure from myself and not the Associa- 
tion. Failing an effective gold standard, I am 
in favour of reopening the mints to silver, and 
in support of my views I would point out what 
were the trade and revenue figures from 1872 
downwards to 1893 : — The exports, including treasure, 
in 1872-73 were about Rx. 56£ millions. The exports 
including treasure in 1892-93 were about Rx. 11 3£ 
millions. The Government revenue in 1876-77 
was Rx. 58^ millions. The Government Revenue in 
1892-93 was Rx. 90 millions. The price of English 
bar silver in 1872-73 was 59d. to 60 d. The price of 
English bar silver in 1892-93 averaged 37 d. Silver fell 
in 20 years from 59 d. to 37 d. or by 22c?. per oz., and 
export trade expanded from Rx. 56 1 millions to 
Rx. 113£ millions or an increase of Rx. 57 millions. 
Revenue expended from Rx. 58^ millions in 1876-77 
to Rx. 90 millions in 1892-93 ; in 16 years, an increase 
of Rx. 31£ millions. These figures, no doubt, point to 
great prosperity of the country during the time when 
silver was falling. I do not mean to attribute the 
prosperity to the fall of silver alone, but this much 


can be said with certainty, that the fall did not hamper 
or check the development and prosperity of the 
country, or the expansion of the Government revenue. 
The circumstances were not grave enough to prevent 
Government from meeting the charge for exchange. 
In 1872-73 it paid Rx. 743,000 as charge for exchange. 
In 1892-93 it paid Rx, 10,070,000 as charge for 
exchange, nearly Rx. 9,000,000 more, whilst the revenue 
increased Rx. 31,500,000 in 16 years. The fact stands 
out clearly that the country and the Government were 
flourishing during the time the fall of silver was going 
on, and Government were quite able to pay their way. 
What we have seriously to consider is this question. 
Now, if it is an established fact that the country 
prospered under the open mint system, and, if Govern- 
ment were able to meet the loss in Exchange, is it safe 
and warranted by past experience to reopen the mints 
in future ? It would conduce to the continued 
progress and prosperity of the country. 

9733. Then, if the rupee fell in the way you indi- 
cate, liow would you propose to enable the Government 
to meet its obligations ? — Such a loss can either be 
met by a saving in expenditure, or by fresh taxation, 
or both, and I would suggest that a committee should 
be appointed by the Government of India to consider 
these points in detail. A mixed committee of English- 
men and Natives combined would carry with it the 
confidence of the country. 

9734. Are you prepared for the fall of the rupee to 
a lower figure than 1(V. ? — The Government should 
meet the circumstances as they arise, as they met them 
in the past. In 1887 and 1888 the Secretary of 
Stale drew 14,628,540/. at Is. 4*927 cl., realising 
Rx. 20,817,667. In 1895 and 1896 he drew 
18,742,216/. at Is. 1*597</., realising Rx. 33,080,876. 
The charge for Exchange in 1887 and 1888 was 
Rx. 6, 135, 127,the charge for Exchange in 1895andl896 
was Rx. 14,338,660. A difference of Rx. 8,203,533 
has been met by Goverment in eight years without 
resorting to any unbearable taxation, and it is reasonable 
to suppose that Exchange will not go under 10 d. at 
once on the opening of the mints. 

9735. What are your views as regards a duty on 
silver, or prohibiting the import of silver into India ? — 
India has been a great absorber of gold and silver 
for generations past. The innate desire to import 
silver into the country continues unabated after the 
closure of mints, and it is now importing as much 
silver, if not more, as it did before the closure of the 
mints for its general use. The Government of India 
lias been very wise hitherto in not interfering with 
this habit of the people, and, in spite of all advice 
to the contrary, have not increased the import duty 
on silver nor checked its importation in other ways. 
Gold and silver ornaments are regarded as a source of 
happiness by the people of India. Silver is now a 
commodity as much as any other imported into India, 
and the Government has no more right to deprive the 
people of tlieir liberty to enjoy the possession and use 
of this great factor of their happiness, than they have 
to interfere with other commodities. The prohibition 
of silver importations into India would cause the people 
to become discontented. Any increased import duty 
on silver would seriously injure her mill industry, 
which finds a market in China, and likewise all her 
industries which have to compete with silver currency 
countries. My view is that the present policy of 
leaving silver alone is the best, and it meets with the 
wanLs and wishes of the vast population of India. 
Leaving the rich alone, to the poor of India the 
possession of silver is not only a great luxury, but it 
is a sort of bank to put their savings in. Would it be 
wise to deprive the poor man of the power of buying 
silver, or to depreciate further that which he possesses ? 
The Government of India after the closure of the mint 
have not tampered further with silver. But, in its 
despatch of 3rd March 1898, it proposes to melt 
Rx. 20,000,000 and sell the metal for the price of 
Rx. 12,000,000. Such a process would obviously cause 
great depreciation of silver in India and at the same 
time in England. Now, the question is: — Can the 
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Indian mills which find a market in China for their pro- 
duction .stand any further strain, which will be caused 
by such a depreciation ? 

9736. I low does the price of silver affect the Bombay 
mills? — Tin* fall of gold price of silver in London lias 
an adverse effect oiiExcImnge between India and China, 
if gold price of the rupee does not fall in the same 
proportion, and the fall is all the greater when there 
is a rise in the gold price of the rupee and a fall in the 
gold price of silver at the same time. Let me point 
out how the mills are faring in their China Exchange 
since the closure of the mints. 1893-94, 197 average 
rate in August for 100 dollars. 1894-95, 197 average 

rate in August for 100 dollars. 1895-96, 199 average 

rate in August for 100 dollars. 1896-97, 186 average 

rate in August for 100 dollars. 1897-98, 143 average 

rate in August for 100 dollars. On the 2nd July 1897, 
bar silver in London was 27*^1. and China Exchange 
I59|, on 27th August 1897, silver fell to 2o-f< r /., and 
China Exchange went down to 133. Average of silver 
for three years, 1893-95. was 29 d., and Exchange in 
India on London was l.v. 1J<7. for the same time. Average 
of silver in 1898 is 27 d. in London, and the price of 
India Exchange on London Lv. 3^c7. There is a fall 
of 2d. in silver in London, and at the same time a rise of 
2d. per rupee in Exchange, resulting in a fall of 20 per 
cent, in China Exchange. These fails in Exchange 
inflict a great loss cm merchants trading with China, and 
such downward fluctuations do great harm to mill in- 
dustries, with the prosperity of which the prosperity of 
Bombay is bound up in a great measure. Serious loss of 
money is inflicted ou merchants having trade relations 
with China, and they suffer in their credit when there 
is a sudden and great fall of silver in England. There 
can be no doubt of the hostility of these merchants, if 
they find that such loss is deliberately inflicted upon 
them by the Government of India, if they carry out 
their policy of March 3rd 1898. The mill industry 
of India is threatened with great competition by China 
and Japan. Japan already competes largely, and 
China is going to erect mills on a large scale in the 
near future. The Indian mills have thus the prospect 
of a severe rivalry to face. The industry deserves 
every favourable consideration at the hands of Govern- 
ment with such dark prospects before it. It is an 
industry which, since the ruin which overtook Bombay 
at the end of the American War in 1865, has been its 
mainstay, and has enabled the city to retain ils 
prominent position both as a centre of industry and 
in respect of the public-spirited generosity of ts 
citizens. I respectfully submit that the Committee 
bound to take into its most anxious consideration the 
danger that may accrue to that industry by any 
decision it might arrive at antagonistic to its interests. 
It has been argued that cheap silver would make 
China rich, and she will be able to give higher price 
for Indian yarn. This argument will not avail in 
future, as China is going to manufacture its own yarn. 
With this prospect in view, and considering that 
between the tea and mill industries Rx. 50 millions 
are invested, it behoves Government to protect those 
industries against the further depreciation of silver, 
which would strike at their very root. Already the 
mill industry is passing through very gloomy times. 
There are heavy stocks of yarn in China remaining 
unsold, and the general body of mills is only just able 
to make both ends meet, and some are even said to 
be working at a loss, in proof of which I will read 
an extract from the market report of the Times 
of India Overland Weekly Edition , 6th August 

1898 : « The mill industry is still in a bad way, 

“ and is passing through a very severe crisis, 
« owin 0- to the very depressed state of the yarn 
« market in China. Things are really going from 
“ bad to worse. Never before were such bad 
“ times witnessed, not even during the Eranco- 
si Chinese wars, the Russian scare, or the legislation 
« of 1893, which by the closing of the mints gave a 
“ severe blow to the industry. Most of the mills are 
“ now working at a loss, some of them manage to live 
“ from hand to mouth, and only a few work at a small 
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margin of profit. How long such gloomy times are 
u going to last cannot be imagined. Our energetic 
4 ‘ millowners, who in former years, when eireum- 
4 * stances wore adverse to tin* industry, caused a 
44 great stir and entered into rertain movements with 
44 the view to remedy the evil, have of late taken no 
44 interest in this all important matter. Why do they 
44 not unanimously agree to close the mills for two 
44 days iu the week, as they did before? This short 
4 * time movement, if carried, will in some measure 
44 curtail production, and what is more, control labour, 
44 which is at present a very disturbing and annoying 
4 * element in the management of mills. Surely it is 
44 high time now that some measures be adopted.” In 
the report of the Committee on Indian Currency of 
1893, at paragraph 120, they say : We have already 
‘ 4 referred to the argument that China might, in the 
* 4 altered circumstances anticipated, produce for her 
owu consumption commodities which she now irn- 
4 * imports, from India. It is alleged that not only 
44 would she do this, but that she would also increase 
* c her production of cotton and other articles, for 
4 * which her soil and climate are said to be suitable, 
4 * and send them into the market to compete with 
44 Indian produets. To this it is replied, and we 
44 think with force, that the want of railways and other 
44 means of communications in China, the heavy and 
4,1 arbitrary imposts to which production is there 
44 subjected, and other causes, deprive the apprehen- 
44 sions of any very serious foundation.” We now 
see what transformation is going oil in China, and the 
same arguments that were used in 1893 cannot be 
used in 1898. The future competition of China is a 
serious matter, and more so to the mill industry of 
Bombay than to any other Indian trade with that 
country. 
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9737. Have you any other observations to make ? 
— Nothing further. But I should urge again that, as 
I have recommended here, tin effective gold currency 
should be established. 


973S. Do you say a gold standard or a gold 
currency ? — A gold currency with Imperial guarantee 
and assistance. I do not see that there could be much 
difficulty in putting that scheme into operation. The 
Government of India, in their proposal of the 3rd 
March 1897, say : 44 We have been led by public dis- 
44 (Missions in England to believe that Her Majesty’s 
44 Government might be willing to entertain the pro- 
44 posal to give assistance to India in some shape 
44 towards the attainment of the object we have in 
44 view. While we cannot plead inability on our 
44 own part to carry our proposals into effect, at any 
44 rate so far as the stage to which at present we pro- 
44 pose to confine them, we think it our duty to 
44 represent that the establishment of a gold standard 
44 iu India is a matter of Imperial concern, and that 
44 India may fairly claim that the whole burden should 
44 not be put upon her. We would urge that Her 
44 Majesty’s Government should contribute not only 
44 in material assistance, but by creating that greater 
44 confidence which will undoubtedly be the result 
44 of their publicly assuming a share of the liability.” 
The Government of India are ready to go in for a gold 
standard if they are assisted by the Imperial Govern- 
ment, and, if this Committee will support this view, 
it is the easiest way of obtaining tlie establishment of 
a gold currency on a sound basis. You would thus get 
the means to obtain the gold, and all troubles would be 
ended. Of course these things will take time. You 
cannot borrow the money required to establish a gold 
standard at once, these” things require time ; iu the 
meantime I would give it as my personal opinion 
that the present policy should he continued with a 
ratio of Is. 2d. By the time that you make a gold 
standard possible, you might reduce the ratio to Is. 2d., 
ami see the effect of it— whether you get gold in the 
country by the time the standard is established. Fail- 
ing a gold standard, the Association’s view is in favour 
of continuing the. present policy, with the proviso that 
Government should lend, ii necessary. 

I 
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0739. ( Sir C. Crosflncaite.) You described the 
stringency in Bombay during hist year ? — Yes, up to 
March 1898. 

9740. You are aware that in that year the Secretary 
of State in Council sold a very few bills only ? — Yes. 

9741. That probably had some effect ou the strin- 
gency, had it not ? — Yes. 

9742. Now he has resumed selliug, has lie not P — 
Yes. 

9743. Still the Exchange has kept up at Is. Ad. or 
thereabouts ? — Yes. As to the reason of the Ex- 
change being higher, I will read a paragraph from 
a letter addressed to me by Mr. Broach a, the chair- 
man of the Brokers’ Association. He says, “ One of 
fic our points is that artificial scarcity has but a very 
“ temporary effect on Exchange, unless accompanied 
“ h} r great preponderance of exports over imports. 
£c Our point has received strong confirmation re- 
u cently. Although money now is very cheap, and 
fit goes begging at 2J per cent., Exchange remains 
“ strong in the neighbourhood at l,v. 4 cl. This is 
“ owing to the greater preponderance of exports over 
“ imports this year over last year. This year, from 
ci April to the eud of July, die export has been 
“ 38 crores and imports 20 crorcs ; or the excess 
“ of exports over imports of merchandise is 18 

< { crores. Last year, from April to the end of July, 
“ the export was only 28 crores, and import same as 
“ this year, namely, 20 crores ; or this year there is 
i( au excess of 18 crores during the first lour months 
cc of the official year, whereas last year there was 
“ au excess of only 8 crores.” 

9744. This year the Secretary of State is selling 
bills freely, and therefore, though Exchange is at l.v. 4 d. 
or thereabouts, the discount rate in Bombay is only 
4 per cent.; that, is not a high rate, is it? — No, but 
last' year, at the beginning of December, the rate 
was 5 per cent., and it went up to 9 per cent, at the 
end of December. At present the season is not in 
full swing, so you cannot judge anything from tlie 
present state of the money market. 

9745. Still, you admit that not selling the bills 
had a considerable effect on the stringency? — Oh, 
yes, there is no doubt of that. Of course, it will 
not be so tight as last season in that way. 

9746. Why do you advocate the 1 , 9 . 2d. as against 
the Is. Aid. rate ? — I advocate it on the principle that 
you are going for a gold standard, and I would 
impress upon you that it is advisable from many 
points of view. In the first place, take the mill 
industry, that is an important matter, and take the 
other trades in which India competes with China. 

9747. Your principal reason is that you think that 
a Is. 2d. rate will be better for Indian trade ? — I am 
taking the Indian mills, and trade carried on in 
competition with China. 

9748. Do you think that the Is. 2d. rate will mate- 
rially lessen the competition with China, if China 
really begins to make railways, and so on ?- — What I 
say is, we shall be able to lay down our yarn cheaper 
than we can now. 

9749. Permanently, or for a time only ? — In com- 
parison to the Is. 4 d., rupee we shall lay down always 
cheaper. If you fix the ratio at 1.9. 4 d., and you alter 
it to Is. 2d., you can always lay down the yarn cheaper 
in China, and that is an advantage. 

9750. But do you think it would give us a perma- 
nent advantage, or that that advantage would be 
gradually lost as prices in India rose? — The effect 
of reducing the ratio from Is. 4 d. to 1,9. 2d. will be 
to increase the rate of China Exchange, and to that 
extent the millB will be always benefited. 

.9751. You think there will be no great difficulty in 
establishing a gold currency and a standard ? — No, if 
you get the Imperial guarantee. I think it would go 
off easily. 

9752. We have been told by some witnesses that, if 
anything of the sort is attempted, large hoards of silver 
will be brought out, which will sweep up all the gold 
either in hoards or in ornaments. Do you believe in 
that ? — What I say is that the hoards are mostly with 


the princes. The hoards that are likely to come out 
are mostly with the princes ancl the lame bankers. As 
far as we know, the princes will not do anything 
against the interest of Government ; l am not much 
afraid of hoards coming our, from them, because they 
can be always watched by the Government. Whether 
there may be hoards coming out, it is difficult to say; 
hut, if you have the guarantee»of the Imperial Govern- 
ment at the back of the Government of India, you 
will be able to meet all that. 

9753. I suppose, if you went to l.v. 2 d., you would 
have to raise more taxation ? — It ought not to be met 
by increased taxation, because the Government, -Alum 
Exchange was at l.v. Id., have been able to pay their 
way. I do not see why, if you reduce the rate to l.v. 2d., 
that should necessitate fresh taxation. During 1891— 95 
and 1895-90, Government were able to pay their way at a 
lower exchange; they need not go in for fresh taxation ; 
they ought to accommodate themselves to the revenue. 

9754. Do you know how much was borrowed by 
Government in sterling in the last two years? — I 
suppose the whole borrowing since the mints have 
been closed is about 17 millions. 

9755. Is it paying your way if you borrow to that 
extent? — But the question is whether that was 
necessary. The Government stopped Cou.mil bills in 
1893-94, and they went to the London market and 
borrowed. There was no necessity for borrowing 
that money. They have been borrowing for famine pur- 
poses and for war expenditure, but these are necessities 
that compel them to borrow. I think, the sooner the 
gold borrowing is put a stop to, the better. I wish 
to bring forward one point : that, as long as the present 
policy is continued, it may he difficult for the Govern- 
ment or for the municipalities or other bodies to 
borrow money in India. 

9756. You mean by £f the present xDolic} 7 ,” closing 
the mints and doing nothing ? — Exactly. 

9757. (Mr. Campbell.) You spoke of the monetary 
stringency that prevailed in Bombay last season. Do 
you expect a recurrence of that stringency during the 
next season ? — No 3 not to that extent. 

9758. Do you expect it to any extent at all? — 
Yes. 

9759. Can you give us any instance of the higher 
rates of interest that you say were charged on such 
securities as Government paper and gold? — As a 
proof of the high rate of interest prevailing, I would 
say that the Secretary of State sold between the 
9th February and the 28th March demand bills for 
Ex. 1,850,000, and T.T.’s for Rx. 2,310,000, at a 
difference of one- eighth in his favour, which gives 
1 $ per cent, per annum interest, and the hanks had 
to pay that 18 per cent, per annum as interest to the 
Secretary of* State to lay down money in India. 

9760. I was speaking more of the rates charged hy 
the banks ? — Further, I asked Mr. Broacha to let me 
know what was the current rate of interest within 
those months. He says that the interest on loans on 
gold was 15 per cent., and selling ready silver and 
buying for a month was done at as high as 24 per 
cent, per annum. 

9761. That is not quite the same, as ft loan, is it ? 

That means that a man makes a bargain and gets the 
bargain extended at that rate ? — No. Fresh bargains 
are entered into. If you have 10,000 rupees in your 
hand, you can go into the silver market and invest them 
in silver at the moment, and sell it for a month, and 
get the 24 per cent, interest. It is not carrying 
forward anything. You can buy the ready silver 
and get the 24 per cent. ' 

9762. Still it is more or less of a speculation ? — It 
is not a speculation at all. If you have the money, 
you can go into the bazaar and sell for the month, 
and that brings yon the 24 per cent, interest. 

9763. You say, the rate for loans on gold and 
securities, such as Government paper, was 15 per 
cent. ? — On gold it wns 15 per cent. On Govern- 
ment paper it was very difficult to get money at any 
price. 
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9704. You refer to the difference between the 
Government demand bills and tin; Government 
telegraphic transfers as -Jrth. My information is 
different to that? — I have given you my information. 

9765. Might not that refer to special sales ?— Those 
are sales on one day — on Wednesdays. 

9766. Is it not the case that, if the Government were 
selling at a rate for demand, they would always give 
you the option of taking telegraphic transfers al v/biuls 
higher ? — The Government might he quite willing 
to give you the option, but the banks, seeing that there 
would be great competition at ^nds, might tender at 
^th, and, as a fact, they did tender at Jrtli- 

9767. The difference of T ^-nds represents an interest 
of 12 per cent, about? — But the actual sales are at 18 per 
cent. I can give you the figures. On the same Jay 
that the Secretary of State has sold T.T.’s he has sold 
demand bills at £th lower. Whether he was pre- 
pared to sell at ~\nds is another matter, hut he has not 
done so. I suppose the banks being more anxious, and 
seeing that they must secure the money, offered Jth. 
The fact is, at any rate, that the Secretary of State 
got Jth, and the banks had to pay 18 per cent, during 
that period. 

9768. You allude to the mill industry in Bombay. 
What is the amount of capital invested in that indus- 
try ? — The amount of capital invested in that industry 
in Bombay is Ex. 9,000,000. 

9769. They work largely, do they not, on borrowed 
money ? — They work on borrowed money. 

9770. They require to raise money to lay in stocks 
of cotton ? — Yes. 

9771. Do they fix these loans for any period ? — For 
one year as a rule. 

9772. What rate do they pay for the year? — Just 
now we have arranged a big loan at 9 per cent., and 
another at 10 per cent. 

9773. That is, although the bank rate is 4 per cent., 
they are paying 9 per cent, for a years’ loan ? — Yes. 

9774. On what security ? — The agents give their 
own guarantee in addition to that o i the mill itself. 

9775. You alluded to the Government loans and 
Municipal loans. There was a 34 per cent, loan raised 
about three months ago of 120 lakhs ?— Yes. 

9776. Can you tell me what rate they got. for 
that? — The last loan was raised at an average of 91 
rupees, 12 annas, 5 pies, the amount was Ex. 1,200,000, 
and the total tenders were Rx. 1,700,000, and the 
interest was 3£ per cent. 

9777. They originally budgeted, did they not, for 3 
crores ? — Yes. 

9778. Do you think, if they had offered 3 crores at 
the time, it would have been subscribed ?— I doubt it. 

9779. If it had been subscribed, would it have been 
at a lower rate, in your opinion ? — Yes. 

9780. How does that compare with the previous 
loans ?— In 1896 they floated a 3 per cent, loan for 
Rx. 34- millions ; the total tenders were Ex. 12 mil- 
lions f the minimum rate accepted was 102-/^; the 
average rate was 1 03 j so that the tenders in that 
year were Rx. 12 millions against Ex. 1,700,000 this 
year. It shows that the contraction of the currency 
is telling upon the securities of India. 

9781. (Sir A. Dent.) In the meantime there had 
been the'pkg 136 ?— The plague has nothing to do with 
this, because the loan is an international tiling. London 
mav tender to any amount, if they have confidence, hut 
no sooner does Exchange go to is. 4 d. than London 
is inclined to sell. 

9782. ( Mr. Campbell.) What is the present price of 

that loan ? — 93 T V . 

9783. As against 94 rupees 12 annas, at which it 

was taken up ? — Yes. 

9784. Money, you say, is now at 4 per cent, in 
Bombay ? — Yes. 

9785. How 'do you account for the fall in price ?-— 
Because everybody is afraid that money will he dearer 
again later on. 

9786. The subscriptions to these loans are paid 
into the Presidency Banks _?— Yes, into the Bank of 
Bombay for Bombay subscriptions. 


9787. How rlo the Government deal with these v e r W anjee 

subscriptions when they are paid in ? — They withdraw Rustomjce. 

them from the Presidency hanks, and put them into 

the general treasury. 16 'Sow 1S9S 

9788. That is to say, they remove the money from 
the open market and lock it up ? — Yes. 

9789. Do you consider action of that kind opposed 
to the interest of those who have taken up the loan ? — 

Yes. 

9790. Does it tend to send the money market against 
the holders of these loans?— -Yes. 

9791. And lower their market value? — Yes, and 
suppose a hanker in India had tendered for a large 
amount, and wanted to pay for it mid sell it in 
London, he has no time to do so. 

9792. You alluded to the failure of the Bombay 
Municipal and Port Trust Loan. Is it the fact that 
the municipal loan was wanted for sanitary public 
works ? — Yes. 

9793. Would the failure to place that loan ho. very- 
prejudicial to the interests of the community of 
Bombay? — Yes, at the present time it is very 
prejudical. 

9791. It is not issued yet? — It was issued, Tmt it 
failed ; they could not get the money. 

9795. Now we have heard a good do.d about illicit 
coinage — the coinage of illicit rupees of’ full silver 
value. Have you any information with regard to 
that? — When I was in Bombay there was nothing 
much said about illicit coinage, but, after I left, there 
have been some cases in the police court of illicit 
coinage. I have nothing important to say on that 
subject beyond what is before the Committee already. 

9796. You have no evidence of any large illicit 
coinage going on ? — Ho, I have no evidence. 

9797. (Sir A. Dent.) Have you any reason to 
believe that illicit coinage is going on ? — Well, I was 
rather surprised when I was in Bombay that there was 
not much of that illicit coinage. 

9798. (Mr. Campbell.) Is there not a large demand 
for silver ornaments all over India ? — Yes there is. 

9799. You may have seen the estimate made by the 
Government some time ago that about 34 crores of 
rupees were annually melted for conversion into 
ornaments ? — Yes. 

9800. That is when the mints were open ? — Yes. 

9801. How it is cheaper to make these ornaments 
from bar silver ? — Quite so, nobody can melt rupees 
now. * 

9802. And the cost of these silver ornaments is 
very much reduced hv the lower value of silver ? 

— Yes, those who are buying now, of course, are 
getting the silver at a cheaper rate. 

9803 . Would you consider that this great cheapening 
in price may have led to a more extensive use of silver 
for ornaments ? — Oh, yes, for many reasons. There 
is a cheapening of price, and they might hr* thinking 
that the mints would be re-opened, and so they might 
hoard them. Also there is a great idea among the 
natives that the present is a good price to buy silver 
at, and I think that creates a demand. 

9S04. Then we have heard of hoarded rupees : 
would the effect of about 50 per cent, more weight of 
bar silver being obtainable as compared with rupees 
be &a inducement to the holders ol those hoards to 
exchange their rupees fur bars ? — It would. 

9805. They would get 50 per cent more in weight ? 

— Quite so. 

9806. Then we may add to that the knowledge that, 
if ever the mints are opened again, these burs could be 
immediately converted back into coins, and what cost 
them 71 rupees would be turned into 1064 rupees ? — 

Yes. 

9807. Have you any doubt that rupees have been 
largely exchanged for silver in this way since the 
closing of the mints ?— They must have been. 

9S08. Then, from your knowledge as a broker* 
would you say that there is always a great deal of 
speculation in silver among the bullion dealers and 
others ? — “Yes. 

I 2 
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9809* And, if there were any idea among these 
classes of an even probable re-opening of the mints, 
would not that bo a strong inducement to buy and 
hold silver for that eventuality ? — Yes, but my latest 
information from India is that people are buying silver 
for ornaments and art work. There is not much 
speculation going on in silver just now. 

9810. But still, would not the profit between 71 
rupees and 100i rupees 1)0 a considerable inducement-? 
— Yes. 

9811. Taking all these circumstances into account, 
do you think it necessary to assume a great increase of 
illicit coinage to account for the large imports of silver 
into India ? — I would not put it down ro illicit coinage ; 
at least I have no information on the subject whatever. 
We were all surprised that there was not illicit coin- 
age, to a large extent, for so many years. It is only 
lately that we have heard so much about it. 

9812. If the people of India were to become fully 
convinced that the mints would not he reopened, would 
not this inducement to speculate in silver be removed ? 
— No, I think they will go on speculating because 
silver is cheap. 

9813. But, if it were firmly believed that the mints 
would not be reopened, would you expect to vsee a 
diminution of the present imports ? — There might be 
to a certain extent. 

9814. Do you mind giving ns your view as to 
native opinion in India upon the subject of the re- 
opening of the mints ? — Bombay is largely interested 
in mill industries, and it does a very good trade with 
China in opium also. The opinion in Bombay in 
general is in favour of re-opening the mints to silver. 
If I may judge from that, I should say the feeling 
of the country would be favourable to reopening 
the mints. 

9815. But your knowledge does not extend beyond 
Bombay ? — No, but, if I may take the commercial 
people of Bombay, who are the leading community in 
India, and judge from their feeling, they would be 
pleased to have the mints reopened to silver. 

9810. (Si?' A. Dent.) Yon yourself disagree with 
that view ? — My idea is that, if you can establish a 
gold currency with a guarantee, it would be better to 
do so ; if not, 1 should go for the opening of the mints. 

9817. (Mr. Campbell .) Would you suggest a correct 
means of ascertaining the feeling of the natives of India? 
— The best plan, I think, would be to address the 
Chambers of Commerce in India, and request them to 
get native opinion on the subject. They could easily 
find it out, because they are in touch with native traders, 
people connected with commerce and mills, and the 
shroffs ; and, if the Committee ask them, they could get 
native opinion ; they would he able to lirtd it out. 

9818. (Sir A. Dent) Do you think it would not be 
coloured by their own opinion ? — No. I think all the 
Chambers of Commerce can be safely trusted; they are 
all honourable bodies, and they would submit to you 
whatever is the correct opinion of the country on the 
subject. 

9819. (Mr. Le Mar chant.) l r ou were making some 
reference just now to a statement as to forged rupees ? 
—Yes. 

9(820. Perhaps you were alluding to the forging 
of Fairukhabud rupees ? — Yes. 

9821. They were not used for currency purposes? 
— No. 

9822. They were used for ornaments? — Yes. 

9823. With regard to the difference between the 
rates for telegraphic transfers and for Council Bills, 
which you describe as having been equivalent to 
interest at 18 per cent, per annum, were not the 
higher rates given for transfers on the occasion of 
special sales, which were subsequent to the weekly 
allotments, and formed separate transactions ? — If 
you will permit, me, I will read you a few of these 
sales ; and you will be satisfied about it. We know 
that the extra bills sold on off days are for small 
amounts. 

9824. (Mr. Campbell .) Sometimes ? — Sometimes 
they are. On the 9th March 20 lakhs of Council 


bills were sold at 1.9. 3 on the same day 20 lakhs 
of transfers were sold at l-s\ 4 .£d. Then on the 2nd 
March 20 lakhs of bills were sold ar- l.s*. and 

20 lakhs of transfers were sold at Is. 4 ir \,--r7. On the 
23rd March 17 lakhs of bills were sold at Is. 3-jj-kZ., 
and 32 lakhs of T.TVs were sold at 1.9. 3f s 2 Looking 
at a. table that I have prepared from a reliable source, 
1 find that from the 9th February to the 28th March 
the difference paid by the banks against T. 47 s was 
one eighth of a penny. 

9825. But Government were always willing to sell 
at above the demand rate ? — They may be willing, 
but, seeing the value of money, the banks may have 
offered more. 

9820. Still that does not do away with the fact 
that the Government were always willing to sell at £ s 
above the demand rate ? — What I say can be easily con- 
firmed. I have taken the statement from a bank’s 
books, and for my own satisfaction, to prove that 
18 per cent, was the rate that the banks paid to 
the Secretary of State. They preferred to take T.T.s 
to taking the demand bills at less, because they 
wanted to pay their way. They may have thought 
that forward demand bills were no use. 

9827. They were willing to pay -£ s more than they 
need have done ? — Well, in those times one must be 
sure of getting the money anyhow. 

9828. They may have made a bad shot ? — If they 
did not make a bad shot, they might have had to pay 
-yV more. 

9829. (Mr. Le Mar chant?) What effect do you 
think has been caused by the fixed gold point of 
l,v. Ad. ? You may have noticed what has been 
said as to the “ evasion of the maximum ” ? — Yes. 

9830. Do you consider that the effect of fixing a 
certain rate is to prevent exchange from rising to 
that limit? If no limit had been fixed, might 
not transfers have risen still higher ? — Yes, and 
it would have been bad for mills and trades 
competing with China. If this maximum was 
not fixed, things would have been much worse for 
them. As it is, I am not sorry that that maximum 
is fixed, because it keeps exchange from flying up all 
of a sudden and then coming down ; so that 1 think 
that maximum is a check ; and, as to those industries 
that have been suffering to some extent from the 
closing of the mints, it has been some amelioration to 
them. 

9831. But, in endeavouring to state the effect on the 
exchange itself, account may be taken of the effect of 
the maximum that you have just mentioned; that is 
to say, it has had some effect in preventing exchange 
f al li ng ? — (Jerta i n ly. 

9832. With regard to the system of borrowing on 
Government paper, is it tlic custom of many traders in 
India to keep their capital in Government paper, and 
lo borrow on that when they require funds? — Yes, 
the rich merchants do that. 

9(833. In that way they get the interest on the 
Government paper ? — Yes. 

9834. And they prefer this course to having a, deposit 
at a bank ? — A deposit at a batik is no use. If I arn a 
merchant, and I have my money deposited in a bank, 
I cannot use it for trade purposes. 

9835. Because of the fixed term ? — Yes. 

9836. And if you do not deposit for a fixed term ? 
— Then you do not gel; a good rate of interest. 

9837. Does that system of keeping capital in the 
form of Government paper increase the stringency 
when money is dear? For instance, there would 
possibly be a demand for advances from many borrowers 
at the same time? — It is good for the Government 
of India. Why should the merchants not keep 
Government paper ? I do not see. Because it is the 
safest security, and it is best for the Government of 
India that the merchants should keep the Govern- 
ment paper. These very big merchants cannot keep 
their money in any other form but Government paper, 
so as to raise money on it whenever they like. 

9838. Would not that cause a greater stringency 
of money ? — I do not think so. The fact of people 
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holding Government paper in Inrlia ha- nothing to 
do with the stringency of money. 

9839. .But- wln*n they want, money in an emergency 
they are compelled to borrow? — They arc compelled 
to borrow. There must be facility for them to get the 
money. It is a good thing that ])eople keep the 
Govermment paper, I think, because it is for their 
safety. I do not think it is a bad thing. 

9840. It lias a tendency to increase the number of 
borrowers when money is required ? — Certainly. If 
many people have Government paper, it increases 
the demand for money, no doubt. 

9841. And there were circumstances at the time of 
pressure, I think you have already mentioned, which 
caused the supply of money to he short. The banks 
had not been provided with resources by Council bills 
and other means ? — They did their best to supply 
themselves with means, but there were not tin* channels 
to get the money for trade purposes, and it was a 
question of whether it would pay to get Council bills. 

9842. Or to import gold? — Yes. 

9843. It is a question of price — of cost ? — It is a 
question of cost certainly, they would hesitate to 
bring It up to gold point. 

9844. Many people may have anticipated that 
exchange would fall again rapidly. Exchange had 
risen from l.s\ 3 d. to about Is. 47., and it was natural 
to anticipate a fall when the pressure was over ? — 
l r es. 

9845. That would be a reason for Loudon houses 
objecting to buy exchange at that price, and for their 
not sending sterling out at what might be the top of 
the market? — Quite so. 

9846. And equally a reason for borrowing in India 
for a short period, expecting exchange to become more 
favourable after the crop season. Traders would 
prefer to supply their immediate requirements far 
money by short loans in India ? — Quite so. 

9547. Bather than to convert sterling into rupees 
at Is. 4 d. ? — If anybody wanted to convert sterling 
into rupees, it would be a disadvantage. 

9548. To part with gold for rupees would have 
meant getting only 15 rupees for the sovereign? — 
They would not do it. 

9849. And the same motive would make them hesi- 
tate to buy exchange on India from this side ? — Yes. 

9850. So that at the time the chief strain was thrown 
on borrowing ? — Quite so. 

9851. Do you think also that the difference between 
the rate of Is. 3 7., at which exchange had been about 

the turn of the year ? — It was in last December 

Is. then it suddenly went up. 

9852. May the sudden rise of about Id. have 
operated to cause a subsequent fall — a reaction — to bo 
anticipated ? — Yes. 

9853. So that there would he more objection to 
deposit gold after such a sudden rise than there would 
be if exchange had been ruling at Is. 4 d. for a con- 
siderable period ? — If I may speak from the experience 
of last season, when exchange was at gold point, that 
is over 1 s. 4 ^d., everybody thought it was the time 
to buy gold and keep it— not to give it to the 
Government. 

9854. And that was to some extent owing to the 
fact that the rise had been sudden? — No, it had 
reached a point from which there could be no further 
rise in exchange, and that was the principal reason 
why people at that point would rather buy gold than 
sell gold. 

9855. Does that feeling still continue to the same 
extent ? — Well, I have left India for the last six months, 
and I do not wish to say definitely what it is at 
this moment, but I think the same feeling would 
continue, should circumstances he the same. 

9856. Would it partly depend upon the prospects of 
future exchange ? Suppose it were thought that ex- 


change would remain at aloiit gold point, there would 
he less reason for converting rupees into gold ? — Well, 
how could you create that sort of feeling. .1 want to 
know. You cannot create the feeling that it will 
remain at Is. Id. or lv. 4f7. for a long time. People 
must have reasons to judge, and then they would not 
convert the rupees. As long as they are not satisfied 
oil that point, they would go on converting the rupee 
into gold, but there mint be some facts to go upon. 

9857. Whar kind of facts do you think there, could 
be? — Supposing we have l.v. -IGA exchange now, 
why should it not go down to l.v. 317. after two or 
three months? Can anyone give any reason for it r 

985S. If, on tlit* other hand, it were lower, would 
not the same argument still apply, that it might fall? — 
It would depend on the circumstances of trade and the 
money market at the time. 

9859. What is the estimate of the trade position 
now? — Just now, of course, there are big crop-, and 
they expect a large export season, and T suppose 
people are sending money there while the rate is under 
1,9. 4 d . : hut, if it goes over Lv. 47., I think people would 
not scud money; they would think that they ought to 
wait — T mean until the necessity arises. As we have 
seen, last season a man would rather nay a higher rate 
of interest, and amongst bullion dealers they carry 
a large amount of gold at a big rate of interest rather 
than sell it. There is a point when there is a 
temptation to buy sterling — when it goes over Is. 4 d. 

9869. As an exchange* operation, or as an operation 
in gold? — For both. 

9861. Do yon think any circumstances would 
counteract that ? Perhaps you consider that the par- 
ticular mode you mention of introducing a gold 
standard would be an effective way of dealing with it ? 
— To stop them from buying? 

9862. No; to create confidence in the maintenance 
of the rate? — Comparatively there would be much 
greater conlideuce. 

9863. You mentioned that the price of Government 
paper in India was higher some time ago than 
recently ? — If you wish to have some of the figures, 
as this is an important matter, I will give them to you. 
The quotation in May 1890 for 3£ per cent, paper was 
1 10*4; the quotation in May 1897 was 103-f^ ; the 
quotation in May 1898 was 944. 

9804. Would you ascribe the difference directly to 
the limitation of the currency ? — What I say is that, if 
there were no new loans, the rate would not be so low 
as that, comparatively ; but the present rates represent 
the closure of the mints together with the new loans 
floated. If there were no new loans tlonled, the price 
•would rise again. Of course, in tin* present state of the 
market in India it would rise. If this season Govern- 
ment had not floated the new loan, we should have seen 
much better rates for Government paper than we see 
now. 

9805. So that it is the supply of additional loans, 
together with the effects of the closing of the mints ? 
— The supply of additional loans and the closing of 
the mints, taken together, make the present rate of the 
market. 

9806. In the ordinary conduct, of busines in Bombay, 
do you make payments by cheque or by currency 
notes ? What is the usual system of payment ? — 
Among the English mercantile community the rule is 
cheques; among the Native mercantile community 
it is more in notes. 

9867- Are notes coming into more general use in 
Bombay ? — I think so. There is as much confidence 
in the currency notes as in actual coin, 

9868. Do you consider it desirable that notes should 
be issued by the Government, as commanding more 
confidence than if issued by any' other body ?• — The 
present system has the entire confidence of the public. 


The witness withdrew. 
Adjourned. 
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Mr. John Galloway called and examined. 


9869. ( Chairman .) You reside at Glasgow, and yon 
are President of the Glasgow Chamber of Commerce 
and Manufactures? — I am; but I wish it to be 
distinctly understood that I do not appear here in my 
official capacity. 

9870. The evidence you are going t,o give us to-day 
is evidence in your private capacity for which you 
alone are responsible ? — Exactly. 

9871. You can, however, tell us whether the 
question of the Indian Currency lias been considered 
at all by the Glasgow Chamber of Commerce ? — It 
lias been very fully considered. I should say it has 
been more fully considered than any question which has 
come before the Chamber for the last 15 or 20 years 
at any rate. It came up before a committee of the 
directors first of all, and a long discussion took place 
upon it. There were two motions proposed : one in 
favour of the re-opening of the mints, and the other 
in favour of a gold standard. A number of the 
directors who were present did not see their way to 
vote at all, hut, of those who did vote, six voted for the 
establishment of a gold standard, and four voted for 
the re-opening of the mints. 

9872. The directors, I suppose, are a committee of 
their whole body ? — The managing committee of the 
whole body. 

9873. May I ask how many members there are of 
the body of directors ? — There are 3G. Then, after 
that, it came up before a general meeting of the 
Chamber and was discussed there, and it was remitted 
hack to the directors to be considered. In conse- 
quence of that remit, it came up before tho directors, 
and they discussed it for a considerable time and 
appointed a committee in order to consider it and 
bring up a report. That committee met and con- 
sidered it carefully, and they found that the opinions 
were so divergent that they could not come to any 
conclusion, and they remitted it simpliciter back to 
the directors again. Jt came before the directors 
after that, and they again discussed it carefully, and 
they found they could not come to any decision, and 
they remitted it back to the whole body of the 
Chamber to be considered by them ; they remitted it 
hack simpliciter . The Chamber met and it was con- 
sidered there again. There were three motions 
proposed : one for the re-opening of the mints ; 
another in favour of the gold standard ; and the other 
motion was that, owing to the fact that this Committee 
had not yet fully examined into the question, the 
Chamber should not come to a decision until the full 
evidence was taken. The movers of the two first 
motions withdrew, and the last motion became the 
finding of the Chamber. That is the position in 
which the matter stands at the present moment. 

9874. When did all these discussions commence ? — 
Three or four months since. 

9875. After this Committee was appointed ? — 
Yes. 


9876. All this that you have been telling us took 
place after the appointment of this Committee?*— 
Yes. 

9877. I suppose the views you arc going to express, 
although they do not; represent the views of the 
Chamber of Commerce, yet do represent the views of 
a considerable number of your members ? — It is very 
difficult to give anything like the proportion, but I 
should say that I represent the views of, at least, half 
of the Chamber. 

9878. Now, have you in your business any direct 
connection with India ? — I have a direct connection 
with Burma. 

9879. Will you tell us in what capacity? — Until 
about five years ago, when I retired from business, 
I was senior partner in the business of P. Henderson 
and Company in Glasgow. That firm for upwards 
of 45 years has conducted the trade between Glasgow 
and Rangoon, first by sailing vessel and then hv 
steamer. They also initiated the Irrawady Flotilla 
Company in 1865. The Irrawady Flotilla Company 
navigates the River Irrawady and its Delta. In con- 
nection with this business, and in connection with our 
representatives in Burma, I know the trend of trade, 
both between Scotland and Rangoon, and also the 
inland trade of the country. 

9880. As the result of your experience, what is your 
opinion of the policy of the Government of 1893 in 
closing the mints ? — I strongly approve of it. 

9881. Would you give us your reasons for that? — 
I approve of it because of the great amount of friction 
and annoyance and loss that resulted to large numbers 
of trades in connection with Burma through the 
fluctuation in the rupee. The fluctuation in the rupee 
was such as to turn trade into a perfect gamble, and 
the consequence was that those who were engaged in 
that trade never knew what was before them ; they 
did not know when they entered into a particular 
contract hut that, before the contract was completed, 
the rupee would have fallen and would have involved 
them in a loss. In addition to that, the strain has 
been very great ; so great that, as you are aware, the 
Bengal Chamber of Commerce petitioned the Indian 
Government to intervene. 

9882. Apart from any question of the ratio as 
between gold and the rupee, what I understand you to 
say is that the inconvenience arose from the absolutely 
unstable exchange ? — Exactly ; and I have spoken to 
a very large number of exporters, manufacturers, and 
dyers connected with the West of Scotland, and I may 
say they are unanimous, with one or two exceptions, 
in condemning the policy of re-opening the mints, as 
bringing back a state of things that, they felt was 
extremely hurtful to their interests. 

9883. I suppose that a good part of the trade of 
Burma is with gold-using countries? — I understand 
that iu that respect it is something like India, nearly 
the whole of the trade is with Great Britain. 
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0881. I think we have it in evidence before us that 
above 80 per cent, of the trade of India is with Great 
Britain and with other countries having a gold 
standard ? — I would say that the trade of Burma 
is in a greater proportion with gold-using countries. 

9885. Bo you think that the falling rupee has 
stimulated the exports from India? — Well, I would 
say yes, and I would sav uo. I have no doubt what* 
ever that the falling rupee has had a good effect at 
first upon a number of exports. It is quite possible, 
I do not know all the trades of India, but it is quite 
possible that some of them have been permanently 
benefited, and there are others where the adjustment 
of prices and other things coming in have taken away 
the extra profits, and there are other exports which have 
received permanent damage. If you take the jute 
trade of Dundee : suppose when the rupee was at 2s., 

I had gone to a Dundee manufacturer with a ton of 
jute and six sovereigns. He would have given me 
for that, a ton of manufactured goods, and he would 
have spent the six sovereigns in the manufacture 
— in wages. Suppose I had gone to a manufacturer 
in Calcutta, and suppose that at that time he could 
have done the same thing: if I had gone when the 
rupee had fallen to say Is. to the Dundee manufac- 
turer, he would still have done the same thing with 
the six sovereigns ; but, if I had gone, when the rupee 
was at to the Calcutta manufacturer, he could 
have done the thing cheaper, because in tbe meantime 
the rupee had fallen, and his wages instead of being 
61. would only have been 31. In that way the Dundee 
manufacturer is handicapped, and all foreign manufac- 
turers are handicapped ; and in this matter, as you 
are damaging the interest of those who take the jute, 
naturally you damage the export trade in jute, and, if 
it goes on to a certain length, you will strangle the 
trade altogether, and in that way do permanent 
damage to the export of jute. 

988(5. What you mean when you talk about the 
wages, I suppose, is this, that the Calcutta manufac- 
turer would be able to buy for three sovereigns the 
number of rupees which, supposing the rupee had 
remained at 2s . , he would have had to give six 
sovereigns for ? — That is so. 

9887. He would not have raised the wages ?-- -He 
would not have raised the wages. Then, again, take 
the tea trade ; that is auother illustration of the same 
thing. I have no doubt whatever that, when tbe 
rupee began to fall and continued falling, the tea* 
growers got large profits, but these large profits 
stimulated the planting of tea gardens, and the conse- 
quence is at the present moment there is an over- 
supply of tea, and the market is glutted. How, it 
matters not although the rupee were to fall further, 
so long as there is a glutted market, you cannot 
increase the exports from India. These arc two 
illustrations of the way in which this law acts — that 
is, that, when the rupee falls, it does not necessarily 
benefit all tbe export trade of India, 

9888. How, how has it affected the imports ? — The 
whole of the imports have undoubtedly been injured 
in the first place, because, until the prices were 
adjusted, the people had sent them out on the old 
basis ; in the meantime tbe rupee had fallen, and the 
consequence is that they came in for loss. I have 
spoken to a large number of exporters in Glasgow, 
and they spoke with very great bitterness on that 
subject, and stated that in their experience it was 
not only the irritation and the annoyance and the con- 
sequent strain that was put upon them in arranging 
their business transactions, but also that serious loss 
accrued from it. 

9889. Are there any other trades you would like to 
mention that have been injuriously affected by the 
falling rupee ?— There are some other trades. Where- 
ever there is a business in India financed fiom 
England, the return from which is in rupees, and the 
part which represents the profit, the working expenses 
on this side, and depreciation, has to be remitted 
to this country, then there is a decided loss accruing 
to these trades. It is quite apparent. When Lhe 


rupee was at 2v., one thousand rupees gave 100/.. but Mr. 
when the rupee had fallen to L?., if it did fall to that, */• Galloway. 
one thousand rupees only gave 50/., and the eonse- Xc>v"~1898 
quence is that a great deal of loss has accrued. These ” " 
interests arc made up of oil wells, the coasting trade, 
railways, and river navigation, and there may he 
others. 

9890. Has there been any recouping of this loss 
by advancing prices ? — There is iu a n timber of trades, 
but not in all. There lias been a recouping in prices, 
but that recouping results in an injury to India, 
because it is actually throwing a lax on the whole 
population of India; that, is, that in India, when the 
manufacturer who sends out goods from this country 
increases the price of his goods in order to recoup 
himself for the decreased payment in rupees, the 
native who gets no more, or a very little more-, for his 
wages, is obliged to pay a higher price for his European 
goods. 

9891. He is obliged to pay more rupees? — More 
rupees. 

9S92. And he does not earn any more rupees ; his 
power of earning the rupees remains the same and he 
has to pay more rupees for what he buys ? — Exactly, 
and that, as is well known, acts as a restriction on 
trade. 

9893. Then, taking your statement just now that 
80 per cent, of the trade is with gold-using countries, 
does that mean that the bargains are concluded, both 
imports and exports, entirely upon a gold basis ? — 

The merchant who sends out from here makes all his 
transactions in gold, but, when he has to deal with the 
natives, they make their transactions in silver. 

9S94. But are their calculations based on the gold 
value cf that silver ? — I)o you mean the calculation of 
the natives ? 

9895. Yes? — Ho, certainly not. They know the 
rupee and they know nothing more. For instance, if 
our steamer going up the Irrawady takes on board 
100 passengers, those 100 passengers simply know 
the rupee, they know nothing of the gold standard 
or gold currency. 

9S96. There yon are dealing with the internal 
trade. I want you to confine yourself fora moment 
to the foreign trade. Let me put these two cases. 

The Manchester man sells to India a bale of cotton 
goods. The Indian merchant sells to Manchester a 
quarter of wheat. Are both prices calculated in the 
first instance on their gold value in Manchester ? — I 
am not in a position to answer that. 

9897. You see what I mean ? — I see what you 
mean, but I cannot answer that. 

9898. I suppose there is a very considerable trade 
on the Irrawady from Rangoon to Bliamo? — Yes, it 
is a thousand miles from Rangoon to Bliamo, and then 
the Flotilla Company also navigates the Chindwin 
river, and the towns and villages on the Delta, 
including Basseiu. 

9899. Dealing with the internal trade, I understand 
you to say that practically the depreciation of the 
rupee has not had any effect on that trade. The 
rupee remains the same ? — The rupee remains the 
same exactly. You mean the raising of the price to 
Is. 4 d. has had no effect ? 

9900. Ho, I was going back. What I call the 
starting point is not the raising of the rupee from 
Is. to Is. id.; 1 call the starting point the reduction 
to 1 s. It is now a recovery, it is not a starting point ? 

—Then, so far as that goes, our rates for carriage 
have remained very much the same ; they are some- 
what lower in consequence of the opposition of the 
railway, but, so far as we are concerned, they have not 
been raised at all. 

9901. I suppose you practically could not raise 
them ? — We practically could not raise them, for two 
reasons : one is, that, the moment we raise our rates, 
we should at once get the native boat-hirers and boat- 
owners on the Irrawady coming into competition. In 
addition to that, we arc running alongside the railway, 
and we could not raise our rates in consequence. 

I 4 
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Mr, 9902. Now we come to {mother question about the currency; the currency that it has is copper, if it is 

J. Galloway, stringency of currency. Have you had any difficulty anything. Then in regard to Japan : Japan has 

29 N~1898 * u oa y° ur business in consequence of the gone on to a gold currency. As to the Straits, I 

" * * stringency of currency alleged to have arisen from the am perfectly certain that, if India adopted a gold 

closing of the mints ? — None whatever. standard and a gold currency, the Straits would follow 

9903. Was there a great demand at the commence- suit. I feel quite certain that that would be the 

meut of the famine for rice ? — There was. There was result. 

a stringency of money in the country for a short time 9914. That would settle, of course, the Straits 

when the demand for rice came, but I think that question ; but with reference to the commercial 

that stringency would have taken place, even although development of China, which is supposed to he in the 
the mints had been open, because it was a thing quite near future, how do you think it will affect that? 
independent of the opening of the mints. Afterwards, Take the case of the tea trade : the Indian tea-planters 
in consequence of the great demand made by India on say that to raise the price of the rupee is to give a 
Burma for rice, the whole of which had to be paid for bounty to the Chinaman as against the Indian ? — 1 have 
in rupees, there was actually a redundancy of currency no fear in regard to the tea trade. Mr. Ralli, when he 
in Burma; and I would presume that that, together gave evidence here, mentioned, and I think he was quite 
with tlie vast sums sent to the frontier for war and correct, that the methods in China were 4,000 years 
for famine relief purposes, would, in great measure at old. In addition to that there is the very large export 

all events, account for the actual stringency which duty in China, and then there is a want of facilities 

took place in commercial centres. for carriage, making the carriage to the ports very 

9904. Then you would attribute ilie stringency high. In addition to that there is the greater amount 

partly to the money sent to the frontier for war of freightage required from China to the European 
purposes, and partly to money sent for famine relief ports than from India to the same ports. I think 
purposes, and partly to the large sums paid for rice ? — that all those matters put together place India in a 
I am not prepared to say that the whole stringency very safe position, in so far as competition from China 
arose from that. is concerned. 

9905. But partly?— Partly, certainly. 9915. I suppose there is also the competition of 

9906. Has there been any diiliculty in conducting quality ?— There is also the competition of quality, 
the internal trade of Burma iu consequence of the and I understand both the Indian and Ceylon teas are 
stringency of money ? — That is a question that I have very much better than the China tea. 

consulted our agents in Burma very particularly upon, 9916. Your opinion is that the maintenance of the 
and they answer emphatically that there has been rupee at its present value will not prejudicially affect 
none. the trade with China and the Straits, but, if it could be 

9907. What rate of interest has prevailed in Burma ? proved that the raising of the rupee injured the trade 

—At the time that that stringency took place to which with those countries, would that affect your opinion ? 

I refer, it ran up to 15 per cent. — Certainly not, because the trade with gold-using 

9908. That was the highest rate ? — I understand countries is 80 per cent, of the trade of India. With 

that that was the highest. a China and other silver-using countries, it is only 20 per 

9909. Have you any opinion to give us as to cent. In addition to that, in China and Japan and the 

whether any discontent exists among the natives of Straits, they have a climate similar to the climate of India, 
Burma on account of the closing of the mints? — raising the same kinds of exports, and therefore there 
There has not been the slightest discontent. The is not the room for expansion in that trade that there 
fact of the matter is that most of them do not know is in European markets where the climate is different 
that the mints were closed, and, even if they were told, and where the products are so different from those of 
I do not think they would be in a position to argue India; and, as the trade with gold standard countries 
the matter out. I am perfectly confident that there is an expanding trade, it would be folly, independent 
lias not been the slightest discontent. altogether of its greater amount, to seek to foster the 

9910. Is there much hoarding of rupees ? — The trade with silver countries at the expense of the trade 

Burmese are quite different from the Indian people, with gold countries. 

they have different habits altogether. The Burman is 9917. I gather from the evidence that you have 
a pleasure-loving man, and, whenever lie gets a certain given us that you are in favour of putting India on to 
amount of mone} r in his possession, he thinks his first a gold standard ? — Certainly. 

duty is to go and spend it; he visits the pagodas, 9918. Have you considered the question of the 
makes votive offerings in the pagodas and shrines ; gold standard apart from gold currency, or have you 

he spends money also in travelling. Of course they considered it in connection with gold currency ? I 

have a love for jewels and ornaments, and they spend have considered it in connection with gold currency, 
a great deal of money in these, but hoarding in the 9919. Do you thiuk it is possible or wise or prac- 
sense in which it is understood in India does not take tieable to establish a gold standard without a <?old 
place. I should presume that iu India itself, owing to currency ? — I think it would be much better if a o'dd 
the closing of the mints taking the Grovernment as a currency could he got ; but that is a matter for 

competitor out of the road, the native would be able currency experts, and I should not like to give my 

to purchase his ornaments cheaper than he would opinion upon it. 

otherwise have clone. So that, so far as that goes, I 9920. Do you think that, if a gold standard were 
presume it would be a benefit to him. adopted, the habits of the people would remain the 

9911. Are many of the ornaments in Burma in same as you have indicated they have remained during 
coins ? Do they hang coins round tlieir necks, and all this transition stage — that the rupee is the rupee in 

so on ? — I think there are a few, but it is not so much India and will be the current coin of India ? 

that as in manufactured ornaments and in precious Certainly. I have a very .strong opinion with regard 
stones. to that. I suppose you are speaking with regard to 

9912. If the fall of the rupee were arrested, and it some of the fears that have been expressed about a 
were put on a permanent ratio, do you think that any gold currency disappearing through the hoarding 
loss which might arise would be temporary or per- habits of the natives. 

manent ?-— I think it would be temporary, that prices 9921. Yes. Will you deal with that first of all? — 
would adjust themselves ; putting out of account the With regard to that I have not the slightest fear, 

benefit that would arise to trade otherwise. The natives have had this habit from time immemorial 

9913. We have had some evidence before us that of hoarding silver coins; and the whole of us know 

the trade with China and Japan and the Straits might that Eastern, habits {ire habits that remain with the 
be affected by adopting a gold standard. Have you people from generation to generation, and that it is one 
any opinion on that point ? — I have no fear whatever of the most difficult things to change the habits of an 
of that. Statistics show, I think, that that is not the Eastern’s mind, or the habits of an Eastern’s 

fact ; but, over and above that, China has not a silver doings t Therefore, I am perfectly satisfied that the 
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hoarding of Silver will continue, In connexion with 
that, I may say that I have beeu in Turkey . In 
Turkey, gold and silver circulate together ; and the 
Turks arc a hoarding people just like the Indians. 
In that country it is the silver that has continued all 
along to he hoarded. In the fields of Syria I have 
seen women with 20/., 30/., and even 40/. in silver 
coins upon their heads — a weight so heavy that they 
had pads to protect their heads — and it was only 
in one or two eases here and there that you saw 
a gold coin. I have travelled through Syria and Asia 
Minor, and I found the same thing. Of course at 
Jerusalem and Damascus, where there are so many 
travellers, you do find gold, and at the large seaports ; 
but in the inland towns yon never come across a 
gold coin : gold does not seem to have penetrated 
the country beyond the maritime ports, and I am 
perfectly satisfied that in India it would be the 
same thing. It would take years and years for the 
gold currency, if it were established, to go beyond the 
centres of trade — Calcutta, Bombay, Rangoon, Madras, 
Karachi — and the vast mass of the people would 
remain exactly where they are ; and with regard to 
hoarding, even in those centres, I feel satisfied that the 
great bulk of the Indians would continue to hoard in 
silver and not in gold : Hrst of all, because of habit, 
and in the second place because their earnings are 
small, and, therefore, their savings must of necessity 
be small ; they could not pass a sovereign into hoard ; 
it must be in the shape of a silver coin. Then, in 
addition to that, when they are wanting to spend their 
money, these small silver coins are much more handy 
than gold coins would be. For those three reasons 
I certainly think that the gold currency would not be 
absorbed, and would not disappear in the hoards of the 
natives. 

9922. Would that lead you to the opinion that a 
moderate amount of gold currency would be sufficient ? 
— Certainly ; supposing I am right, that takes away 
one of the great evils that it was anticipated would 
tiow from the establishment of the gold currency, and 
therefore would naturally make a very much smaller 
quantity of available currency sufficient for the 
purpose. 

9923. Of course, if everyone who had 15 rupees 
came and demanded to have the 15 rupees turned into 
a sovereign, that would make a tremendous call on the 
Government ? — But you can scarcely conceive that 
every one of the 300 millions of the natives of India 
is going to rush to the mints with all the silver he 
has, and get it exchanged for gold. All the more, 
that the gentlemen who are opposed to me in opinion 
tell us that the gold standard is a thing that the natives 
do not want; that ihe natives do not understand it; 
that they are not accustomed to it and will not use it, 
and that the thing will he a total failure in consequence. 
The two arguments are flatly opposed the one to the 
other. 

9924. Then your opinion would be that the really 
effective gold currency would be for international 
transactions and not internal transactions ? — That is 
my opinion. I think that very likely in the course of 
years the gold currency might penetrate into the 
country, but it would be gradual. 

9925. Have you formed any opinion as to illicit 
coinage? — That is a matter on which I have had 
considerable doubts. It seems to me to be a very great 
temptation to a native to have the difference between 
the coin value of the rupee and the bullion value, 
and it would be a great temptation to the Indians to 
take to illicit coining ; but that is a matter on which, 
I understand, the Government is making inquiries, 
and I would not like to give a definite opinion 
upon it. 

992(3. Reference has been made to the prosperity 
of other countries under a silver standard. Have you 
any experience of South America ?— I have been in 
South America and I have travelled over a large part of 
Argentina. I have talked on this subject with the 
principal members of the English colony there, with 
merchants, bankers, and others, and my opinion with 
i Y 3514. 


regard to it is .that the ideas wffiich have been put 
forward by those who favour a falling rupee are entirely 
wrong. In the first place, I never, during the whole 
time I was in Argentina, saw either a gold or silver or 
copper coin in circulation. Such do not exist. The 
whole currency is in paper, and the standard is not 
silver but gold. You could not get better proof of the 
danger of an unstable medium of exchange. When I 
first went to Argentina in 1887, the premium on the 
dollar was 14, that is, it took 114 paper dollars to 
purchase 100 gold dollars. Before five or six years 
had elapsed, the premium had risen to 360, that is, it 
took 4G0 paper dollars to purchase 100 gold dollars, 
and the consequence of this was the revolution in 
which President Selinan was ejected from his office ; 
then the Baring collapse came and hundreds of firms 
out there were ruined. You could not possibly get 
a better object lesson than Argentina as to the danger 
of having an unstable medium of exchange. 

9927. Have they any gold coins out there at all ? — 
No gold coins at all, neither gold, silver, nor copper. 
Everything is in paper. T never saw a coin of any 
kind while I was in Argentina; trade is conducted in 
paper currency. 

9928. Does that apply to internal transactions P — 
Yes ; w r hen you went down to a railway station, for 
instance, to purchase a ticket you did not know what 
it would cost. 

9929. They added the premium to it ? — They added 
the premium, and you had to give so much more 
paper. It lias been stated that Argentina is a 
prosperous country. Now the very opposite is the 
case, although I believe that it is the best of the 
South American Republics. Argentina has an area 
equal to the whole of Europe, excluding European 
Russia. It has some of the most fertile tracts in 
the world. It has only 3£ millions of people, 
and it is labouring under a debt which, to a country 
of such resources, ought to be nothing. Therefore 1 
do not look upon it as a country which can be 
quoted as prosperous ; and over and above that, 
from time to time there are revolutions there in 
which the merchants and dealers lose all that they 
have. 

9930. That is politics and not currency ? — But the 
currency leads to the politics. The currency led to 
the revolution which 1 have referred to, when President 
Selman was put out of office. That was undoubtedly 
in consequence of the premium on the gold. 

9931. Have they not constructed in recent years 
one of the finest docks in the whole world at Buenos 
Ayres ? — They have, but it is all with borrowed 
money. 

9932. It is borrowed money in the sense that the 
Government have borrowed the money and have built 
the dock out of it ; but does it not pay a very large 
percentage ? — I am not aware that it does. 

9933. Now what is your opinion with reference to 
the proposal to reopen the Indian mints ? — I think the 
re-opening of the mints would be something very 
disastrous to the trade of India, and in a great measure 
to the trade of England also. The fall of the rupee 
from l.s*. Ad. to 10r7. or 9d. would be something too 
dreadful to contemplate. 

9934. I suppose, if a catastrophe arose from such a 
cause, the effects of the catastrophe would be felt in 
Liverpool, Manchester, Glasgow, and London, almost 
as much as they would be in Bombay and Calcutta ? 
— No doubt: the two countries are bound together in 
such a manner that a catastrophe to one must be felt 
by the other. 

9935. It has been suggested to us that the. mints 
might he gradually opened so as to prevent this 
catastrophe ? — I have no faith in such a course : 
the moment such a policy is commenced, the 
whole thing would he discounted and the rupee would 
drop at once to the bullion value of silver. When- 
ever you began to bring it down gradually, supposing 
that were possible, everybody would know what it 
was tending to, and the whole thing would he 
discounted. 


Mr, 

J. Galloway. 
29 Nov. 1898. 
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9930. You do not think tko bankers of London or 
India would be deceived by a gradual process of that 
kind ? — Certainly not. 

9937. What do you say about increasing tlio 
taxation of India ? — in the first place, I do not approve 
of it as a free trader, because it is going into the old 
system of taxing trade. And, in addition to that, it 
is taxing the multitude for the sake of the few, and I 
am decidedly opposed to anything of that kind. I am 
qui te certain, for instance, that the tax that is proposed 
to he put on, would ruin the Dundee mills, 

9938. You mean the proposed tax on jute ? — A tax 
on jute would ruin the Dundee mills, and a tax on jute 
is one of the things which has been pointed out as 
possible. 

9939. You mean an export duty? — An export 
duty. 

9940. Then, I understand, in addition to that, it 
has been proposed to put a tax on the export of tea ? — 
It seems to me to be terribly absurd, when the tea 
trade is the principal trade for which all this agitation 
is going on, to think of putting a tax on tea. To 
quote a "homely illustration, which is very apt, I think, 
it would be like a dog trying to live by eating his 
own tail. 

9911. I suppose, if a tax were put on tea, it would 
ho paid by the consumer? — It would he paid by the 
consumer in England, certainly. 

9942. Therefore, the proposition is, that the con- 
sumers of tea in England are to pay a tax for the 
benefit of the tea-growers in India? — Exactly. And, 
in addition to that, there would be this offset, that it 
would bring the price of Indian tea nearer to the price 
of good China tea. 

9943- As an experienced merchant, having seen a 
good deal of the public life of this country, do you 
think it a reasonable supposition that the Parliament 
of Great Britain would impose such a tax ? — Certainly 
not ; hut still it has been put forward as a proposition. 

9944. Now, as a manager of the Burmese Navi- 
gation Company to which you referred, have you had 
much contact with the exporters from this country to 
Burma ? — I have, and lately I have purposely put 
myself into communication with them. 

9945. I suppose I may say the export firms in 
Glasgow ? — The export firms in Glasgow ; and I may 
say the export from Glasgow to Burma is very large. 

9946. Will you tell us what their views are ? — You 
can divide the exporters into two sections. There are 
the exporters pure and simple, and there are the 
manufacturers and dyers who not only manufacture 
but who also export. As I have said, I have put 
myself into communication with these. I have seen 
18 of the principal exporting firms in Glasgow. I 
may just mention that I did not go to James Finlay 
& Co, because I know' that Sir John Muir sat upon 
this Committee; but I went to 18 other firms. Of 
those there were two that were uncertain ; there was 
one that was opposed to the gold standard, and one 
that partly agreed and partly opposed. The rest of 
these firms, amounting to 14, gave me authority to 
state before this Committee, “ That they found the 
“ falling rupee extremely disadvantageous; that they 
Ci have been much benefited in trade since the rupee 
“ became fixed at or about Is. 4 d. f and would approve 
“ of a gold standard if it fixed the rupee.” I have 
been authorised to state this on behalf of the following 
firms: Alexander Reid 8c Sons, Smith, Smith & 
Co., Robert Brown Limited, Robert Binning, W. 
Milne & Co., J. R. Russell, R. Cochrane & Co., R. R. 
Grier & Co., J. & M. P. Bell & Co., R. E. & J. 
Alexander & Co., Stephen Robertson, A. &B. Mackay, 
D. C. Paton & Co., and J. Lean & Sons. 

9947. You say “ if it fixed the rupee.” Do you 
mean if it fixed the rupee at Is . 4d. ? — They merely 
asked for a fixed rupee. Then, in addition to that, I have 
been in communication with the manufacturers and 
dyers in the west of Scotland, and these are a very 
important class. I may mention that three of the 
firm? whose names I have here employ between 5,000 
and 6,000 employes; that will give you some idea 


of their importance. I am authorised by the 
following 14 firms, manufacturers and dyers of 
Glasgow, representing nearly the whole of these 
trades in the Glasgow district, and whose business 
is principally with India and Burma, to say, “that 
“ they object most strongly to an unstable rupee, 
%c find that their trade has been much benefited since 
“ it became fixed at or near Is. 4 d., and would depre- 
“ cate any action which would bring matters back to 
“ the old basis, whilst they would welcome any policy 
“ which would give fixity to the rupee for the future. 
“ Mr. Kinloch, of J. R. Cochrane & Co., muslin manu- 
u facturers ; Mr. Alexander Maclaurin, of A. Y. Mac- 
“ lauriu & Co., muslin manufacturers; Mr. J. Pearson, 
Ci of J. J. Cochrane & Co., muslin manufacturers ; 
“ Mr. John Galloway, silk manufacturer ; Mr. J. Erew> 
“ silk manufacturer; Mr. Alexander Balfour, of A. 
“ Balfour & Co., earthenware manufacturers ; Mr. 
“ James Fleming, of Cochrane & Fleming, earthen- 
<c ware manufacturers ; Mr, Moir, of the Tliornliehank 
“ Company, Limited, calico printers ; Mr. John Glen, 
“ calico printer; Mr. Turner, of Wm. Turner & Co., 
“ cotton yarn dyers ; Mr. T. P. Miller, of T. P. Miller 
“ & Co.> Turkey red dyers; and Mr. John Christie, 
“ Mr. Henry Brock, Mr. James Templeton, and Mr. 
“ Maclaurin, all of the United Turkey Red Company, 
“ Limited, comprising the firms of Archibald Orr 
" Ewing & Co., John Orr Ewing & Co., and Wm. 
“ Stirling and Sons.” 

9948. Then, is the present period of suspense as to 
the currency policy of the Indian Government felt to 
be any grievance in Scotland ? — All parties, whether 
they were tor the opening of the mints or not, are 
agreed that the present state of suspense is very 
detrimental to trade, and they would certainly like it 
brought to a close as soon as possible. I may say 
with regard to the jute trade, in addition to what I 
have said, there are other things which put that trade 
in a very hampered position by the falling rupee. I 
have mentioned how Dundee is handicapped by 
the falling rupee, and the exports from India put in 
danger thereby. But in addition to that, they claim 
that, if you have the rupee at 2s., then a mill in 
Calcutta would cost 10/. per spindle; of that 10/., 41. 
would be spent in labour in the erection of the mill. 
If the rupee falls to Is., that takes off 21. per spindle 
from the cost of the mill, and to that extent over and 
above, by reason of the falling of the rupee, the 
Dundee manufacturers are handicapped as against the 
Calcutta mills. 

9949. And, therefore, they are anxious to arrest the 
fall of the rupee ?— Naturally. 

9950. (Mr. Campbell .) You were alluding just 
now to the jute trade. You say that a high exchange 
tends to favour the Dundee manufacturer as against the 
Calcutta manufacturer ? — The Dundee Mills think that 
they are placed at a disadvantage by the falling rupee. 

9951. Is not that an argument in favour of a low 
exchange? — The Dundee people consider that if 
you, By having a falling exchange, handicap them, 
then it is in reality putting a tax on the export of 
jute, and benefiting the Calcutta manufacturer at the 
expense of Dundee. 

9952. I presume it is in the interests of India that 
we are examining into this question now. Would you 
not say that anything that tended to drive the manu- 
facture of jute out of India and into Dundee is bad 
for India?. — It is really a question of holding aa 
equal balance, not favouring one at the expense of 
the other, especially when, in seeking to favour India, 
you injure the export of India's raw material. If you 
stop the purchasing power of the Dundee manu- 
facturers, they cannot purchase, and as a matter of 
course it strangles the export trade in jute. 

9953. But I suppose the world would use jute goods 
supplied by Calcutta, as readily as jute goods supplied 
by Dundee ? — It is possible that they will. 

9954. Therefore if you do anything to favour the 
manufacture of jute in Calcutta, as compared with its 
manufacture in Dundee, you give India the benefit 
not only of growing jute, but of manufacturing if?— 
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You may do that, but } r ou are doing it at the 
expense of Dundee, and I do not see that it is right to 
do that. 

9955. The point I want to make is this. If a high 
Exchange would handicap India in favour of Dundee, 
is not that an argument against a high exchange ? 
If a low exchange would benefit India at the expense 
of Dundee, is not that, from the point of view of India, 
an argument in favour of a low exchange ? — There 
should be no benefit conferred on one at the expense 
of another — that is in the end bad commercial policy. 

9956. You are connected with several large steam- 
ship companies in India ? — Yes. 

9957. Of course you must have suffered consider- 
ably by the fall of exchange in the matter of remitting 
home your freights ? — Yes. 

9958. Have you found that this has been made up 
to you in any other way ? — It has been made up in this 
way : we trade in Burma, and after the conquest of 
Upper Burma the country was developed very rapidly, 
and we have benefited very largely in consequence of 
that. Had it not been for the development of Burma 
in consequence of the change of Government, we 
would certainly have been in a very poor position. 

9959. Then you attribute your prosperity more to 
the development of trade than to any other compensa- 
tions ? — I do. 

9960. You agree that Is. A d. ought to be the rate ? 
— It appears to me to be a reasonable figure. 

9961. As regards the rate of Is. 4c?., are you aware 
that the Government of India did not come to any 
final decision on that point in 1893 ? — I was not aware 
of that. 

9962. Their proposal left the rate open to be fixed 
by the light of future experience ? — I was not aware 
of that ; but, taking it as it is, I think it is a very fair 
compromise. 

9963. One object of the currency scheme was, was 
it not, to attract gold to India for currency purposes ? 

. — I know that was considered part of the scheme. 

9964. Has it succeeded so far in doing that?— It 
could not possibly do so, because we are in an interreg- 
num — we are in a time of transition, and no person 
who has gold to send there will do so until the medium 
of exchange becomes stable. 

9965. But gold does go out there to some extent 
now ? — I know it does, for certain purposes; but in 
the way you are speaking of, and in the way that the 
Government want, it would be absurd for people to 
send it out. 

9966. It goes into the country because a better 
price can be got for it in the bazaar ?— Exactly. 

9967. Would not that be an argument in favour of 
Is. Ad. being too high a rate? — Ho, it would be 
merely an argument that, the sooner the present state 
of suspense is put a stop to, the better. Instead of the 
banks removing their capital to this country, they 
would return to their old habit of having their capital 
in India with the view of lending it out for the 
development of the country. 

9968. Would any capital go to India unless it was 
considered certain that the Government would be able 
to maintain the rupee at Is. Ad. ?— I am going on the 
supposition that this is a thing that will be accom- 
plished. I am saying that when once the present 
state of suspense has come to an end, and when the 
Government has established a gold standard, with 
the rupee as a subsidiary coin linked to the sovereign 
at the value of Is. Ad., then the banks will return to 
the habit that they had previous to the falling of the 
rupee; that is, they will take back their capital to 
India for the purpose of loaning it out for the develop- 
ment of the country, and I suppose the capitalists will 
do the same as the banks. 

9969. Then, how is Government going to manage 
that? — That is a matter for experts and not for me. 
I understand that the Government think they are per- 
fectly able to do it, and I have faith in them. Then, 
again, I argue in this way, that if Germany, with the 
vast number of little States of which it was made up, 
and with the vast number of different coins that 


were in circulation, made the change from a silver to j/ r< 
a gold currency, and unified that currency, I think J. Galloway. 
the British Government will lie able to do it also. 

9970. But Germany was very much assisted by the Nov. 1SD8. 
large indemnity paid by France in gold, was she 

not ? — To a considerable extent that was the ea-e, 
but that indemnity is still unused ; they have it 
hoarded up against any contingency in the future. 

9971. Would you approve of the Government of 
India borrowing gold in order to establish a gold 
currency ? — Certainly. 

9972. You would ? — I would. 

9973. That is, they would borrow gold, take it out 
to India, and offer to let it out at 15 rnpees to the 
sovereign ? — Exactly, the sovereign for 15 rupees. 

9974. Suppose the balance of trade were to go 
against India, in which case gold at that rate would make 
a good remittance home, would there not be a chance of 
the gold going away from the currency and returning 
to this country ? — Of course, that is a danger that 
exists in the case of Germany and France and the 
United States, and would exist with any other 
country. 

9975. But would there not be more danger of gold 
remitted in that way leaving the country again than 
of the gold which might be attracted to the country 
naturally through the ordinary operations of trade? — 

I do not think so, because the gold would, of necessity, 
get into circulation, and, in circulation, it would be in 
exactly the same position as the gold in any of these 
other countries. 

9976. You say, there was no great monetary 
stringency in Burma ? — There was none, excepting 
at that one period when the sudden demand came from 
India at the commencement of the famine for rice. 

The demand was very great, and it came suddenly, 
and there was a stringency then for a short time, but 
only for a short time. 

9977. What period was that? — I cannot say 
exactly, but it was simply at the time of the famine ; 
it was the demand for rice for the relief of the 
famine. 

9978. About a year ago?— It is more than a year 
ago, in 1896 I think. 

9979. Are you aware that from about ^November 
1897 to about April or May 1898, money in Burma 
stood at 12 or 15 per cent. ? — I am not aware that it 
stood so high as that excepting at that particular 
period, but 1 know that both in Burma and India at 
certain seasons of the year the discount and interest 
rates did go very high. 

9980. (Mr. Holland.) I should like to ask a 
question in regard to one that was put to you by 
Mr. Campbell just now, touching the jute trade of 
Dundee and Calcutta, and with regard to the necessity 
of giving prominence to Indian interests. I suppose 
if there was a benefit to the Calcutta manufacturer, 
that benefit -would not extend to the labour in the 
mills ?— Only to an extent. I understand that labour 
has advanced to some extent, but not to the full 
extern. 

9981. Then to the extent of the deficiency, the 
remuneration of labour would be practically reduced ? 

— Yes. 

9982. You are in favour of a gold standard, even 
without a gold currency, if a gold currency should not 
be found attainable . I think that a gold standard 
with a gold currency is the tiling taut ought to be 
aimed at, but, if that is found to he impossible, I 
would certainly have the gold standard without the 
gold currency rather than return to the old system of 
things. 

9983. In the course of your evidence you mentioned 
Argentina as an instance of a country where, although 
they had a gold standard, there had been a great deal 
of instability? — That instability would not have 
occurred, I think, if they bad had a silver subsidiary 
currency ; but they had a worthless paper currency, 
and that currency was issued just at the will of the 
Government in a great measure. When they were in 
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Mr. straits they set the printing press to work and 
J. Galloway . flooded the country with so many more notes. 

* 9984. So that that is not the kind of gold standard 

29 Nov. 1898. that you would like to see adopted in India ? — Certainly 

9985. If there is to be a gold currency as well as 
n gold standard, would you admit the necessity of 
having the gold and silver on an equal footing in regard 
to each being legal tender for an unlimited amount ? — 
That is a matter that belongs more to India than to 
here. I cannot speak with certainty as to that. 

9986. You say in your evidence that Turkey-red 
dyers in the west of Scotland would welcome any 
policy which would give fixity to the rupee for the 
future : do you think that they would welcome such a 
policy even if it involved an international arrange- 
ment with the United States and France? — That is 
the bimetallic question. I suspect that if yon were to 
introduce that question amongst them, you would 
probably find a difference of opinion, hut I really 
cannot say what their opinion would be. With regard 
to myself, I am very strongly against it. What was 
before their minds when they signed the statement I 
have read was the policy by which a gold standard and 
a gold currency could he introduced into India. I can 
say for certain that that was what was before their 
minds when they made that statement. Such a tiling 
as a bimetallic arrangement was not before them. 

9987. (Sir A. Dent.) With reference to what you 
said about an export duty on tea from India, which 
you thought would be a very iniquitous tax, what 
would he your answer to the Indian and Ceylon 
planter who says that tea is already taxed by a Is. 4 d. 
exchange, and who also adds : “I would sooner have a 
i( duty of 5 or 10 per cent., and my silver at bullion point, 
“ than be taxed as I am by an exchange of Is. 4df. 55 r 
— It seems to me io be a contradiction in terms for an 
arrangement to be made by which the rupee should 
fall for the benefit of the tea-planter, and that then 
you should put a tax upon him, destroying to a certain 
extent the benefit that you give him. It seems to me 
to be a contradiction that the two things should be 
coupled the one with the other. 

9988. He thinks that a tax of 5 or 10 per cent, 
would put him in a better position than he is in 
now ? — Ho doubt. 

9989. Then about the Straits. You say that, if 
India were to go on a gold basis, the Straits would no 
doubt seek to follow suit ? — Yes. 

9990. Have you any special information about the 
Straits ? — I have spoken with merchants dealing with 
the Straits, and that is their opinion. I was speaking 
to a merchant this morning, and he emphatically 
gave it as his opinion that the Straits would he 
glad, if India got a gold standard, to follow suit. 

9991. Have you seen all the debates in tho 
Singapore Chamber of Commerce on that subject? — I 
have not. 

9992. In Singapore itself it seems they are very 
much divided? — It appears to me, whatever their 
opinion may be on this question, that they would 
be obliged io follow suit. It would never do, I think, 
for them to he on a silver basis and India on a gold 
basis ; the connexion between the two countries, as 
well as between them and England, is too great 

9993. ( Sir D . Barbour.) You said that, owing 
to the fluctuations in exchange, trade had been reduced 
to a gamble? — Yes. 

9994. I daresay you are aware that evidence 
has been given by other persons to the effect that they 
were able very easily to get over that inconvenience 
to trade, chiefly by fixing their exchange forward ? — 
I am aware of that; when I said it was reduced to a 
gamble, I was simply repeating the opinion of the 
exporters in Glasgow. In addition to that, they tell 
me that very frequently, when they had covered 
themselves forward, they found they would have been 
better off if they had not covered themselves forward — 
that they had really fallen into a trap. Moreover, it 
is plain that either the exporter or the bank must 
suffer, so that there is a loss either way. 


9995. I am not arguing against your view. I was 
merely pointing out what others have said, in order 
that you might have an opportunity of expressing 
your views upon the subject? — I explain it in that 
way, and I am just repeating what has been said to 
me by the Glasgow exporters. 

9996. Have you auy practical experience of this 
matter yourself? — None. I am a carrier, not a 
merchant. 

9997. I think you said you found that you could 
not raise fares and freights on your navigation steamers 
in order to meet the fall of exchange ? — No. 

9998. That is owing to competition by the boat- 
men and by the railways ? — Yes ; principally by tho 
railway. 

9999. I suppose that raising fares and freights 
has the effect of rather limiting the total amount of 
business ? — It has, and I may say that, as the country 
advanced, and even before we had to face these 
oppositions, we reduced our fares of ourselves, because 
we did not consider that it was good policy to take 
advantage of the position that we were in. 

10.000. Even when the rupee was falling in value, 
you found that, by lowering fares and freights, you 
got a larger amount of business which compensated for 
the reduction ? — No, I did not, say that. This company 
has been in existence since 1S65, and therefore before 
the rupee began to fall. It was previous to that that 
I am speaking of. We did, on several occasions, in 
order to help trade, lower our freights, but since the 
rupee began to fall, the loss lias been very serious 
to us. 

10.001. Since 1873 you have not lowered fares or 
freights, is that so ? — We have not lowered fares or 
freights. 

10.002. Not since 1873?— Not since 1873. I am 
wrong in saying that we were not forced to lower our 
freights in consequence of the action of the railway. 
What I meant was that we did not lower freights for 
the reasons which, as I have explained, influenced us 
before ; it was not in the hope of securing an increase 
of trade, it was in consequence of the railway 
lowering their rates. 

10.003. 1 suppose you, acting independently of the 
railway, could not profitably raise your freights and 
fares ? — No, unless to certain places not touched by 
the railway. Generally w*e could not. 

10.004. And, on the other hand, I suppose the 
railway, acting by itself, could not raise its freights 
and fares either ?• — No, unless to certain places. 

10.005. Taking it as a general tiling it could not ? 
— Certainly it could not. 

10.006. Therefore the persons who argue that the 
loss to Government by the fall of exchange rimy he 
met in India by raising fares and freights upon the 
Government railways, may possibly be mistaken ? — 
Quite so, and in this case it is so. 

10.007. At any rate, it would not he safe to pro- 
nounce an opinion upon the subject unless you 
actually looked into the case of each railway ? — 
Exactly. 

10.008. Then you said you were very much afraid 
of illicit coinage ? — Yes. 

10.009. Why should there bo more danger cf illicit 
coinage in India than in England ? — I presume that, 
being a larger country with a very large population, 
it would he more difficult to have police supervision ; 
but, of course, as I have said, that is merely an opinion. 
I merely give it as a passing opinion. Government 
officials and those who are acquainted with the habits 
and customs of the people of India, are better able 
to speak as to that than I am. 

10.010. At any rate, have you ever seen a rupee 
illicitly coined in good silver? — I am not aware that 
I have. 

10.011. Have you ever seen any satisfactory 
evidence that such a rupee has ever been discovered 
by anybody ? — No, but I may say that a Government 
official, Mr. Henry, made a report recently in which 
lie seemed to indicate that illicit coinage was going 
on. 
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10.012. Dogs Mr. Henry say that he had ever 
discovered a rupee that had been illicitly coined in 
good silver ?■ — No, he only said that he had a suspicion, 
and, of course, if a Government official has a suspicion, 
a private individual may have one also. 

10.013. ( Sir F. Moioatt.) Was it not also stated 
that a rupee made fraudulently from good silver 
would be so made that it could not be distinguished 
in the market ? — That was stated. 

10.014. (Sir D. Barbour .) But, although it could 
not be distinguished, it would be quite possible to 
detect a man making those rupees and to take the 
instruments from him ? — Certainly. 

10.015. You said the fall in exchange damaged the 
export trade in raw jute from India ? — Exactly; that 
is the natural outcome of it. 

10.016. Mr. Campbell asked you whether the result 
of that was uot that the Calcutta manufacturer would 


manufacture the jute that was raised in India? — Mr. 

Yes. Gailuwaif 

10.017. I suppose our object should be to hold the 29 Nov. IS9S 

scales fairly between the Calcutta manufacturer and . 

the Dundee manufacturer? — Exactly, because the 

purchase of jute from Calcutta by the Dundee manu- 
facturer is part of the trade of India. 

10.018. They are both parts of the same Empire, and 
if we could get a fair rate of exchange, and could 
maintain that rate permanently, neither side would 
gain at the expense of the other ? — That is exactly 
whafc I meant to say. 

10.019. Is. -id. may or may not be the proper rate, 
but it is a rate which is fair, and, if exchange can be 
kept at Is. 4 J., every interest will be fairly treated, 
and no interest will gain at the expense of another 
interest ? — Exactly. 


The witness withdrew. 


Sir Robert Giffen, K.C.B., called and examined. 


10.020. (Chairman.) You were the head of the 
Statistical and Commercial, afterwards the Commercial, 
Labour, and Statistical, Department of the Board of 
Trade for upwards of 20 years ending in 1897 ? — 
Yes. The name of the department was changed at 
different times, and the business increased a good 
deal, but it was always the same department. 

10.021. You retired, I think, from the service of 
; the Board of Trade last year ? — Yes. 

I 10,022. Previous to being at the Board of Trade, 
/you were assistant editor of the Economist under 
j Mr. Bagehot for eight years endiDg in 1876 ? — Yes , 
j at the time that great changes were taking place in 
l the monetary arrangements of different countries. 

10.023. During the time that the great monetary 
changes were taking place from the adoption of the 
gold standard in Germany, the preparations for 
resuming specie payments in the United States, and 
the suspension of the silver coinage by the Latin 
Union ? — Yes. 

10.024. Mr. Bagehot also took a great interest in 
Indian finance ? — Yes. 

10.025. In 1879 you were a member of a committee 
for considering a proposal to stop the coinage of silver 
at. the Indian mints ? — Yes ; that was the proposal of 
the Indian Government, of course, when it took an 
official form ; but it was popularly known as Colonel 
Smith’s. 

10.026. I think the proposal then was to raise the 
rupee to 2s. ? — That was the idea. 

10.027. You wrote a memorandum upon the 
despatch of the Government of India relating to 
a gold standard ? — That was for the use of the 
committee. 

10.028. It was a departmental committee, I think ? 
— A departmental committee meeting at this office. 

10.029. A joint committee of the Treasury and of 
the India Office ? — It was not a joint committee of 
the two departments, T think, because a good many 
people connected with India were members, and the 
Treasury, to the best of my recollection, were not 
specially represented, though they must have been 
consulted. I was at the Board of Trade at that time, 
and Lord Farrer, who was a member, was also at the 
Board of Trade, and I think we had one or two non- 
official members, to the best of my recollection, but 
they were chiefly India Office people who were 
connected with the committee. 

10.030. There are two or three questions I should 
like to ask you about that memorandum of yours 
before we come to the question immediately before 
us, because that memorandum is a standard document 
in connexion with these matters ? — I should say there 
were two memorandums. The first of these is the 
one you have printed here. That was specially dealing 
with the proposal of the Indian Government, and was 
for the use of the committee. 


10.031. This is the <c Memorandum on Despatch 
44 of Government of India (No. 423 of 1878) relating 
44 to a Gold Standard ” ?— Yes. That was the first 
memorandum and was specially for the Committee. 
The second one was not so much for the use of the 
committee, because it went a good deal beyond the 
reference. It was more for the use of the Indian 
Government, dealing with their position generally as 
affected by the fall of the rupee It was handed 
to Mr. Stanhope, who had been with us at the Board 
of Trade, but I am not aware that it was really 
part of the proceedings of the committee in the sense 
that the first memorandum was. With regard to the 
first memorandum, that forms part of the proceedings 
of the committee ; with regard to the second, I have 
no objection — of course, circumstances have changed 
a good deal, and you must take things as you know 
them at the time — but I should have no objection to 
the whole of it being printed now. It is a matter for 
the discretion of the committee how they would use it. 

10.032. Let us just go back to the first memorandum, 
and let me read you this extract from your remarks 
under the headiug 44 The Alleged Evils.” You say : 
44 Coming to the second point mentioned, the mis- 
44 leading and exaggerated character of the statements 
44 as to the loss of the Indian Government by the fall 
44 in the exchange, the first point to notice is the 
44 assertion as to the probable duration of the present 
44 fall in silver. The despatch asserts that 4 the 
44 4 current of all the most trustworthy opinion tends 
44 4 more and more towards the conclusion that, so far 
44 4 as can now be foreseen’ (that is in 1878) 4 there 
44 4 is no prospect of an early or complete recovery in 
44 4 the value of silver and, on the contrary, that the 
“ 4 probabilities are all in favour of a further fall’.” 
At that time, in 1878, silver was at 54 \%d. the ounce. 
Then you go on there to say : 44 No opinion is cited to 
44 this effect, and, so far from its being correct, the 
44 contrary is undoubtedly the case. The late Mr. 
44 Bagehot, as is well known, was of a contrary 
44 opinion. He held that, from the nature of the 
44 operation, there could be no great depreciation of 
44 silver without an enormous increase of the export 
44 of silver to India, and the demand for silver thus 
44 arising would arrest the depreciation before it had 
“ gone very far. Mr. Bagehot also entertained doubts 
44 whether the rumoured production of the American 
44 mines, which made so much noise several years ago, 
44 would continue, and for this reason, also, he 
“ looked forward to a recovery of silver when 
44 the present causes of temporary depreciation, 
u such as the sale of the demonetised silver of 
44 Germany, had passed away.” Then you go on to 
say : 44 The actual falling off in the production of the 
44 American mines has since confirmed Mr. Bagehofs 
44 opinions in a very striking way. Mr. Goschen, it is 
44 well known, while advocating the policy of waiting 
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** on other grounds, has also inclined to the opinion 
“ that the price of silver would again rise, at least if 
u no such measure as that now suggested by the 
“ Indian Government, still farther diminishing the 
“ demand for silver, were taken.” Now that was your 
opinion, and I have no doubt it was your very carefully 
considered opinion, 20 years ago. What I want you to 
tell us is whether that opinion is affected, and, if so, how 
it is affected, by the fact that silver which was then 51 d. 
per ounce is now 27 d. per ounce ? — I am vex'y glad that 
you have asked nae that question, because I put it on 
my notes that probably, when the Committee read over 
my memorandum, that would be one of the points to 
which their attention would be directed. What I 
would like to say upon that subject is this : I think 
Mr. Bagehot’s opinion, and the opinion of those who 
held with him, was quite justified at the time, but in 
forming an opinion of that kind you cannot make a 
judgment as to the entire future, because circum- 
stances may arise — such circumstances, for instance, as 
those which have occurred with reference to gold in 
the great discoveries in the Transvaal and the more 
recent discoveries in Tvlondyke — which at a given time 
no one is able to foresee. The opinion which Mr. Bagehot 
was then expressing, and I agreed with him, was an 
opinion on the circumstances at the time, and I think 
that he has been fairly justified by the event ; because, 
although the price of silver is now about 28*7. instead 
of 54-|*7., the great fall of silver did not come till the 
year 1892-3 ; in fact it was simultaneous with the 
closing of the mint itself. 

10.033. It went to 4 3d. in 1888 ; then it went in 
1892 to 45 f 1 (I *7. ; in 1893 to 39*7. ; then it has been 
steadily falling from that date. The Secretary of 
State’s bills in 1878 were sold at about 20**7.? — Yes, 
in 1877-8. In 1878-9, when I was writing, tbe figure 
was 19*7*7., and, down to 1891-92, they did not fall 
below 16*7*7. 

10.034. In 1891 tbe figure was Is. 6*7 . ; in 1892, 
in 1892-93, I5d. practically ? — The date at 

which I was writing was 1879, when tbe price was 
52|*7., and tbe fall, down to 1891-92, was to 45*7. Of 
course that is a considerable fall in a certain way, but 
it is not so extreme a fall as that which the Indian 
Government appeared to be contemplating, and it is 
not the same kind of fall that we have had since 
1891-92. What really happened, I think, was that 
some years after Mr. Bagehot’s time — a good many 
years after — the production of silver enormously 
increased. At the time we were writing, everybody 
was affected by tbe demonetisation of silver in 
Germany and by the operations in France, the Latin 
Union suspending tbe coinage of silver, and it was 
said that, mainly owing to these causes, there would be 
a great fall of silver. Writing specially with reference 
to all this, Mr. Bagehot was of opinion that the circum- 
stances were such that the effect of these causes 
would, to a certain extent, be mitigated in the way he 
described. I think on the whole that that opinion 
was very well justified by the event — that you had 
not the unlimited fall and the kind of tremendous fall 
which was anticipateddn 1879 by other people. 

10.035. But Mr. Bagehot’s opinion was that there 
would be no further fall. His opinion was “ that there 
“ could he no great depreciation of silver.” There has 
been an enormous depreciation of silver since then ? 
— Chiefly in 1891— 92, owing to the increased production 
of silver which came long after the date at which 
Mr. Bagehot was writing, 

10.036. No. The depreciation from 1872 to the 
time at which you were writing was about 6*7., and 
the depreciation from the time when Mr. Bagehot 
expressed his opinion up to 1886 was about another 
6d.; that is exactly the same depreciation during that 
number of years as tbe depreciation which had alarmed 
the Indian Government. Your argument then was 
that not much value should be attached lo the opinion 
of the Indian Government, which was that “ There is 
t( no prospect of an early or complete recovery in the 

value of silver, and, on the contrary, that the pro- 
■ u babilities are all in favour of a further fall/’ I da 


not want to make it any stronger; I only want to 
know how you will deal with it to-day — whether it 
has or lias not affected your mind to-day that there 
lias been an enormous fall since then, no matter from 
what cause. Silver was then 4.v. 6*7. an ounce, and 
to-day it is 2.s*. 3 <7. ? — In tbe second memorandum I 
discussed hypothetically the probability of an extreme 
fall. Before, we leave this point I should like to call 
your attention to this. If you look at this table, you 
will see that when I was writing (that was in March 
1S79), tbe average rate of exchange in that year 
was 19*901 <7. In the following year it was 19’956*Z ; 
in the following year, 1881-82, it was 19*895*7; in 
1882-83 it was 19'52 5*7; in 1883-84 it was 19*536*7; 
in 1884-85 it was 19*308*7. So that you had six 
years of practically the same value of silver as 
that about which Mr. Bageliot was writing 
(or rather seven years including 1878-9). Mr. 
Bagehot wrote in 1S76-7, partly at a date when silver 
had temporarily fallen to 47*7., and there was no 
immediate fall after be wrote of a very remarkable 
character. I think six years is a very long time 
indeed to which one can look forward. We do not 
write, in going into these matters, about what is 
going to happen a good many years hence ; we can 
only look forward to what is going to happen 
immediately ; and it seems to me that, although 
silver did not recover further after 1878-9, the 
actual facts which happened after the time at which 
Mr. Bagehot wrote, which was in 1876-77, are that, 
at most, you bad from Mr. Bagehot’s time a fall from 
20d. to 19 d. in the rupee on the average, and after 
the time at which I wrote you had a stationary 
condition of things for about six years. Whatever 
happened after that, I think was due to circumstances 
which could not very well be foreseen at that time. 
I admit, of course, that a fall has taken place, hut we 
must not judge after the event altogether in these 
matters. We must take the circumstances of the 
time. Looking at it in that way, I think Mr. Bageliot 
was right, because you had not that immediate fall 
which people were expecting, hut, on the contrary, 
you had a stationary condition of things for six years. 

10.037. I do not think the Indian Government 
contemplated an unlimited fall. What the Indian 
Government contemplated was, u that there was no 
“ prospect of an early or complete recovery in the 
“ value of silver, and, on the contrary, that the pro- 
“ babilities are all in favour of a further fall.” Mr. 
Bagehot’s opinion was “that the present causes of 
u temporary depreciation ” would pass away, and that 
there would be a recovery ? — I do not think he 
committed himself to the idea of a recovery, except witli 
reference to the extreme depreciation of 1876-7 when 
he was writing. That would be au extreme thing to do. 

10.038. But at that time the Indian Government’s 
opinion was seriously criticised by the .authorities of 
that day. Now I want to get your opinion whether, 
after the lapse of 20 years, the facts of to-day do not 
prove that the Indian Government were right ? — I do 
not think the facts of to-day prove that the Indian 
Government were right, because what happened since 
was from causes which they did not foresee and did 
not pretend to foresee. 

10.039. Then you deal with the statement that had 
been made, that all the important mercantile countries 
had adopted gold for their standard, and you say: 

Unfortunately, a very large part of the world is on 
u a paper basis still, but the standard in which 
u countries like Austria and Russia will probably 
“ resume will be silver, not gold ” ? — Yes, I have 
been disappointed in that illustration. I think they 
have chosen very unwisely, but still I admit that I 
have so far turned out to be wrong in that view. 

10.040. Then, again, you say : “ The countries 
“ resembling India have therefore not only accepted 
“ the fall in silver as India has done, but one of them, 
“ Austria, has extended its use of silver. The asser- 
u tions in this paragraph as to the depreciation of silver 
“ are therefore entirely erroneous. Pro tanto also, as 
u is admitted in the despatch, the legislation of the 
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(i United States lias been for Hie increased use of 
<£ silver. So far, therefore, from the general tendency 
“ of legislation among the chief mercantile countries 
“ being to diminish the use of silver, the one impor- 
“ tant act in that direction has been the demonetisation 
“ by Germany ; all other legislation has either been in 
“ favour of the increased use of silver, or has been for 
“ the protection of a virtual gold standard against the 
a natural effect of bi-metallic regulations.” As you 
say, nobody can foresee what is going to happen, but 
there again the course of events has rather proved that 
the gold standard has extended ? — It is quite lately that 
Austria-Hungary has introduced the gold standard, 
and it was after many things had happened. It is 
the same with Russia. The introduction of a gold 
standard into Russia is quite a new thing. So that I 
think it is such an entirely new state of circumstances 
that it cannot have been foreseen in 1S79. The point 
of my statement was that the use of silver had in fact 
increased, and that was quite true, and is still true. 

10.041. But what I want is your opinion, as of 
to-day, on the two questions as to the fall in silver and 
as to the extension of a gold standard in the world ? 
— As a matter of fact, I believe the introduction of 
an improved monetary system in Russia lias been 
accompanied by a considerable use of silver there. 
They have taken a considerable amount of silver of 
late years that they were not taking in 1879. They 
have taken a great deal more gold. 

10.042. They have got a great accumulation of 
gold P — They have got a great accumulation of gold, 
and it is the same in Austria, I think. But the 
use of silver was in fact extended a good deal 
after the date on which I wrote. I think it would 
have been better for both countries to have gone for 
gold, and I think it is extremely doubtful whether the 
f*old standard in both countries will be maintained. 
It has not been tested very much as yet. They are 
just at the beginning of the operation, but, of course, 
as a matter of fact, you would call them gold standard 
countries at the present clay, although I am not quite 
aware that the final step has been taken. I believe 
in Russia the people still prefer paper. 

10.043. I suppose they prefer paper, just as the 
Scotchman prefers 1/. notes to sovereigns ?— J ust so. 

10.044. Now that being so, what do you say as to 
your Views in 1893 with reference to the closing of 
the mints ?— I did not express my opinion publicly at 
that time, but I was not in favour of the step. 
Evidence was given by a great many friends of mine 
in 1892. I may particularly refer to Mr. Gairdner of 
Glasgow, as one to whose opinions I thoroughly 
adhered. 

10 045. Will you tell us what were the mam differ- 
ences between what was done in 1893 and what was 
proposed in 1879 ?— Substantially I do not think 
there was much difference between the two ideas. 
The idea was in 1879 to stop the coinage of silver, to 
close the mints, and then to trust to the gradual 
contraction of the currency, which would follow from 
the increase of the population, to its being brought up 
to about 2s. It was then about Is. ScL , I believe ; and 
they thought it would go to 2s. almost at once, and a 
good deal of criticism was directed to show that that 
^as not a sound anticipation. After that, the idea 
was that gold would become legal tender and take the 
place of stiver to a certain extent. 

10 046. What was the exact proposal in 1879 ? 
My impression is that the Government proposed to 
make "old unlimited tender ? — I believe that was 
intended after they got it up to 2s. There was not 
much use in proposing it till the rnpee got to 2s. 

10 047. The sovereign was proposed to be taken as 

legal tender ?— Yes. ^ , . , , 1r 

10 048. The sovereign was to be taken at 10 
rupees 5—Yes, but that was rather postponed till the 
rupee got up from Is, S <1 to 2s. ; it was not an 
immediate thing, of course. . 

10 049. Will you tell us, after an experience ot live 
years on what ground you did disapprove, anil as we 
know’ you still disapprove, of the closing of the mints ? 


— There are two questions. There is the provisional 
stage, and then there is the question of the gold 
standard itself. I took a great deal of objection to 
the reasons assigned for the proposals altogether. I 
was very much dissatisfied with the reason assigned 
for the proposal, viz : — that the Indian Government was 
likely to he, or would he, involved in a deficit which 
could not be dealt with unless you made sure of keeping 
up the value of the rupee, and, of course, at that 
time the idea was not merely to keep it up (I am 
speaking of 1879) but to raise it to 2s. I do not 
think that in 1893 the proposal was so objectionable, 
on the ground of raising the rupee from the point at 
which it stood, as was the proposal with which I was 
dealing in 1879 ; because in 1893 the rupee was 1 s. 2\d., 
and had only just fallen to that point; and the 
proposal to fix it at Is. 4 d., if that had been all the 
proposal, would not have been so very objectionable 
as the similar proposal in IS79. There would have 
been great objections, I think, to the idea of raising it 
from Is. 2.U7. to Is. 6(1., because that was a much 
greater change than the raising of it from Is. 24^7. to 
Is. 4c7. But the objection to such a provisional state 
of things was, as I pointed out very fully in my 
first memorandum, that you introduced a managed 
currency — a currency that you had to manage ; it 
would not be an automatic metallic standard money, 
such as was recognized to be the best. Then I pointed 
out that you could not be sure that such a kind of 
money would be free from fluctuations itself, and I dwelt 
very emphatically, quoting from American experience, 
on the point that probably the provisional state of 
things would last much longer than the proposers 
of that state of things expected. I saw nothing in the 
papers that I recollect as to what idea the Indian 
Government in 1892 or 1893 had as to the length of 
time over which the provisional state of tilings would 
last — the state of things before the stoppage of the 
mints would raise the rupee to Is. 4c7. or Is. 6d., or 
any other figure that was thought of— hut I think 
experience since 1893 lias fully justified the anticipa- 
tion which I expressed in 1879, that probably the 
provisional state of things would be much more lasting 
than people supposed, and that a great deal of harm 
might happen. 

10,050. A great deal of harm might happen in the 
meanwhile P — Yes, during that period. That was the 
general idea that I had, but I think, as my opinion 
about it is being asked generally, I ought to go a little 
into the question of the necessity of the step altogether. 
We must all admit that a step of this kind is a very 
serious thing, and, unless there is good ground for it, 
it is not a thing which any government ought to 
undertake. My opinion was based, and is still based, 
very much on the idea that the proof of the deficit 
and of the serious disturbance of the finances of the 
Government has not been sufficient, that the thing 
ought to have been taken more calmly, and that 
probably it would have been found after an interval 
of time that, even with a very great fall of the rupee 
as compared with gold, the finances of India would 
have come right I am disposed to give every credit 
to the statements made by responsible members of the 
Indian Government to the effect that the limit of taxation 
had been reached, and that the only war to avert a deficit 
in consequence of the fall of the rupee was to alter the 
money of the country so as to preserve the value of 
the rupee in relation to sterling, but, I think, perhaps, 
they proved too much in the case they put forward. 
What has been done— I am speaking with reference 
to the evidence which has been given before this 
Committee by Indian officials, and similar evidence 
given before Lord HerschelPs Committee— is to go 
over the list of taxes in India, and to show that the 
land revenue, for instance, cannot be increased at once 
without breach of contract, and that there are 
difficulties in the way of imposing new import duties, 
and so on. I think the matter ought to be looked at 
in a more general way. It is not merely sufficient to 
go over the list of taxes in this manner,, because, when 
you have such a great change happening as a fall in 
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the value of money, many other changes are certain to 
happen. You must not. reason about the difficulty of 
finding more rupees now, as if you will find the same 
difficulty two or three years afterwards when the fall 
of the rupee has had its effect. Then the difficulty I 
have in accepting the conclusion that you cannot 
increcase the number of rupees that you obtain from 
the community of India, or that von cannot increase 
the taxation, or that you cannot find the means of 
meeting your gold obligations, is this : — The com- 
munity of India — the Government and the people 
together — are not affected in any way by changes in 
the value of their own money with reference to any 
foreign money in which their obligations have to be 
paid. As far as the community of India is concerned, 
the gold to be paid in London is the same thing what- 
ever their money is. It occurred to me, in writing 
about the subject at a very early time, to ask this 
question : Is the position of India, or of any silver 
standard country, different in any way from that of 
a gold standard country as regards the gold debt 
which it has to pay ? We see that the government 
is embarrassed a little, but is the gold debt really 
a greater burden to them in consequence of the 
change in the value of money in relation to sterling 
than is the gold debt of a country like Australia 
for instance ? Australia was very much in my mind 
at the time I wrote this, and I said, if it be 
true that a fall in the value of money of a country 
of silver standard affects its power to pay gold debts, 
then the position of countries whose obligations are 
in gold must surely be worse, because everything they 
have to pay is in gold. Then, if India was worse 
off in consequence of its gold debt, Australia must 
be still worse off, because all its obligations, every- 
thing it had to pay, was in gold, whereas in India 
a good deal had to he paid in silver. My view 
is that the gold debt is paid undoubtedly by the 
remittance of surplus produce from India, the 
magnitude of which depends upon the yield of 
harvests and the value for which the produce can 
be sold in the money which has to be obtained 
outside India. What the money of India may be has 
thus no relation whatsoever to the debt that has to be 
paid. As between the Government and the people, 
there may be embarrassment and friction of some kind 
in providing means to meet the debt, but the debt 
itself is no greater and no less on account of the money 
of India being different from that of the money in 
which the debt has to be paid. Then I put two cases, 
just as I did in the second memorandum which is 
before you. If the debt should happen to be increased, 
as far as India is concerned, by the necessity for 
sending a larger amount of produce than formerly to 
meet the debt, this being the result of the increased 
purchasing power of the gold, the case is one in which 
there must be increased taxation in some form or 
other if India is to be solvent. That is a case where 
the gold debt really increases, and you have to send 
more produce to pay it. Either there must be new 
taxes eo nomine , or the old taxes must he made to 
command more produce by an artificial enhancement 
of the value of your own money ; and in either case the 
final result is the same, there is an increase of the 
taxation of the people of India of an entirely unavoid- 
able kind. Then I take the second case, that of 
your money really depreciating. If tlie-case is one in 
which the same produce has to be sent from India as 
before, but the Indian Government is not able to 
command the same produce in consequence of the 
depreciation of its money, then what the Indian 
Government loses at the moment, through its revenue 
not being sufficient to obtain command of the produce 
required to pay its gold debt, clearly amounts to a 
remission of taxation of equal amount to the people 
of India. 


10,051. Will you just explain that a little ? — I am 
dealing here with produce. My idea is that, if you 
send less produce to England, so that you are not 
quite able to pay your gold debt, then the Indian 
.community, as a whole, has that produce in its 


possession. It <c fructifies in the pockets of the 
“ people” — to use a very old phrase in connexion 
with these matters. 

10.052. Given the same quantity of produce and 
the same gold price in London, in the one case a 
certain amount of money in India will buy that gold, 
and in another case you must double that amount ? — 
Yes. 

10.053. But I want to see where you say that that 
is a remission of taxation ? — It is a remission of taxa- 
tion in that the community of India does not contribute 
the produce. If the taxes remain the same until you 
make the change, the people of India do not contribute 
the produce; the Government is short of so much 
produce. But what I say is the people of India 
have it. 

10.054. Take a concrete case of sending to Loudon 
a quarter of wheat, the gold price of which is, say, 21. 
That 21. would have taken, so many years ago, 
20 rupees ; it would be worth 20 rupees. Now, 
assume that the price has altered, so that it is worth 
40 rupees. Just tell me how that affects India ? — 
That is a case in which India is sending the same 
thing, and I am assuming that, owing to the fall in the 
value of money, the Indian Government is not able to 
command the same produce. You are assuming that 
it is able to command the same produce. 

10.055. No, I do not want to assume anything. I 
just want to understand the position before we get 
further, applying it both to an import and to an 
export ? — Of course, I am applying it to the case of 
exports. 

10.056. What I understood you to say is this — and 
I do not dispute that for a moment — no matter for 
what purpose, India has an obligation to find so many 
sovereigns in London ; those sovereigns can only be 
obtained by the export of Indian produce; Indian 
taxes are paid in Indian money ; the gold has to be 
provided out of the taxes. If the gold requires twice 
as much taxation when the rupee is at Is. as it 
requires when the rupee is at 2s., I want you to 
tell me how that works out ; in other words, if India 
is called upon to find an additional quantity of rupees, 
how does that amount to a remission of Indian 
taxation ? — India does not send the rupees. I think 
you are repeating, if I may say so, the first case that 
I gave you. I quite admit that, if the Indian Govern- 
ment has to send a larger share of the produce of 
the country, that leads to unavoidable taxation. You 
must either have it by imposing new taxes, or by 
increasing the value of the money in which your 
taxes are paid. But the case I am dealing with now 
is a case in which the Indian Government sends the 
same produce. 

10.057. The same quantity ? — The same quantity 
and the same value in gold. The same produce must 
command the same gold in London in the case which 
I am now putting. The case I am putting is that 
you send the same produce commanding the same 
quantity of gold, but the rupees which the Indian 
Government obtains in India are not sufficient to buy 
the same produce that it sent before. Then, 1 say, 
if it gets rupees that are not able to buy the same 
produce, but gels a less amount of produce so that 
it has not got quite sufficient to pay its gold debt 
in London, that amounts to a remission of taxation 
to the people of India. 

10.058. By the retention of the produce ? —By the 
retention of the produce. I hope I have made that 
quite clear, because it is a little difficult to follow'. 

10.059. (Sir F. Mowatt.) Of course the result of 
that is that the debt is not paid ? — The debt is not 
paid, but still the money is fructifying in the pockets 
of the people. The problem in the case supposed then 
becomes, not how to increase taxation as compared 
with what it was before, but howto make the taxation 
equivalent to what it was before. For this purpose 
new taxes may be necessary ; but this is not new 
taxation on the community generally : the burden of 
taxation after they are imposed is not any greater than 
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it was before the depreciation of rlie money had taken 
place. 

10.060. Then do I understand that you view the 
new taxation as a substitute for that part of the pro- 
duce which remains in the pockets of the people ?— 
Yes. It is to take out of the people the produce 
which the old taxes are unable to take out of them. 
For this reason the statements of responsible officials 
in India that new taxes cannot- be imposed in the 
latter case comes to this : that there is a mechanical 
difficulty in imposing upon the Indian people, not an 
increase of taxation, but the same taxation that was 
imposed upon them before the depreciation of the 
rupee. This is a conclusion which it seems to me 
most difficult to accept. In the former case, also, 
that of a real increase of the burden of India through 
more produce having to be sent to obtain the gold 
necessary, I think we must hesitate to accept the 
statement that the taxation of India can he reallv 
increased by means of an artificial enhancement of the 
value of the money, and that it cannot be increased 
by imposing openly new taxes. That seems to me to 
be lC a large order,” ns Mr. Eagekot would ha\ e 
said. Then with regard 10 the other statements 
made as to the difficulty of imposing new taxes, I 
do not feel prepared to go into these statements 
generally in detail, and discuss the matter with the 
responsible officials of the Government of India, 
who have been on the spot and who know the 
circumstances of the people as I cannot pretend to do. 
I notice, therefore, merely the question of particular 
items of revenue on two points. One is with reference 
to the railway charges. I say we must assume the 
railway charges, which are charges for services done 
in the way of business, to be modifiable in a way that 
ordinary taxes are not. I may mention, with regard 
to that, that English companies in the Argentine have 
had that experience, and that they have varied the 
charges for goods and passengers in accordance with 
the changes in the value of their inconvertible paper. 
It is a thing that can he done, and that businesspeople 
do when the difficulty arises. It seems to me that what 
private companies can do in the case of Argentina, the 
Indian Government must also be able to do in the 
case of its own railways. 

10.061. That is to say. raise the fares as the value 
of the rupee falls r — I mean, you must treat it as a 
business ; and, if you are not getting so much, owing 
to the rupee being depreciated, you must alter your 
fares. Of course that is a work cf time, and it must 
he a matter of careful consideration and detail, but 
the thing is what ought to be done. 

10,002. ( Sir D. Barbour.) You do not mean 
varying from day to day? — Oh, no. 

10,063. (Sir F. Mo watt.) Not automatically, 
varying with the changes in the value of the rupee ? 
— 1 do not propose anything automatic: that would be 
quite impracticable, 

10,064 (Chairman.) But you are not representing 
that as part of the taxation of India? — It is practically 
part of the taxation of India. It is a large part of the 
income of the Government. 

10.065. You have passed over the land revenue 
altogether. I do not admit that, the land revenue 
is taxation ; nevertheless it is revenue, and the 
revenue now from land is 26 crores, which is a very 
large sum out of the real net income of India ; it is 
a third to a half of it, I think ? — I am not 
prepared, as 1 said, to go into the question of the 
revenue of India in detail with the officials. 

10.066. I do not want you to do that ; but you said 
that you considered that this was a “ mechanical 
difficulty” with reference to imposing taxation, ami, 
without going into detail, I want to show you that 
there are only four or five great items of revenue in 
India. The 'first item is land revenue, that is paid 
in rupees as you know, and in Bengal it is fixed for 
ever ; it does nor vary at all. In the rest of India 
where there is no permanent settlement, it is subject 
to a re-settlement once in 30 years. Now I want to 
know whether you think it would be possible for us to 

i ¥ 3514. 


increase that revenue on the ground of the rupee Sir R . Giffen, 
having fallen in value? — I am not prepared to go into K.C.B. 
the question of the land revenue or to discuss the og 
whole subject generally. I think it is necessary for ~ * ov ‘ ’ 
me to say that, because it would not be a proper 
tiling for people outside India, like myself, to go into 
matters of detail of that kind. I am merely mentioning 
one or two points where, without knowing the parti- 
cular circumstances of India, one may say that there 
is something which can he done, and this matter of 
railway working is one thing about which we have 
general knowledge and know what happens in other 
countries. The gross income of railways, according 
to the Statistical Abstract of India, is a very large item 
—I think about as large as the income from land 
revenue ; about Bx.2 5,000,000, is the latest figure I 
have : therefore it is a very considerable figure, 
which is absolutely modifiable in my judgment, 
although the land revenue would not he. That is all 
I am putting with reference to it, that you must not 
treat it as if this large item was itself quite unchange- 
able ; because, if the rupee depreciates, this is a sum 
which I should hold, speaking from general experience, 
is capable of modification. 

10.067. Of course, the Government of India does 
not own all the railways ; there are some companies 
that were in existence before the Crown took over the 
government of India, and there are private companies 
that have been formed since ; but you mean, the 
Government might, so far as its power extended, raise 
rail wav rates and fares; that is what it comes to ? — 

Yes. ‘ 

10.068. But, after all, that is merely a bagatelle in 
this question. We are dealing with a deficit which is 
put at from JO to 12 crores. As you have now raised 
this question of additional taxation, let me put this to 
you. In order to enable the Government of India to 
meet its liabilities, it would require an amount varying 
from 8 to 9 crores (l think that is the lowest estimate) 
to 12 crores, which is the figure put by Mr. O'Conor. 

Now what we want to know when we talk of taxation 
is, where is it to he found. We know we cannot find 
it out of the land revenue ; we know wc cannot find 
it out of the opium revenue. It would not be wise 
to double the salt tax. Where is it to come 
from ? You say it is a <c mechanical difficulty.” Let 
me put a parallel case. Suppose in this country the 
Chancellor of the Exchequer, there being no income 
tax, was called upon to find 20,000,000/. a year more; 
somebody would have to point out to him how it 
could be done ? — No doubt in a country like this, 
where there is any amount of public discussion and 
where we know, and are familftir with, the sources of 
revenue, the Chancellor of the Exchequer would get a 

good many hints. J 

10.069. But you say you are putting this considora- | 

lion on one side? — I am putting it on one side because - 

I am holding a critical position ; I am criticising the \ 

statements you have made ; but it does not follow that 

I should be expected to tell you how to make up the ] 

budget of the Indian Government. That is perhaps 

rather going too far, but, by way of criticism, when ; j 

you say that you have got to the limit of taxation, I 

point out that, as regards one large item of revenue, 

Rs. 25,000,000, quite as large an item as the land 
revenue, it is modifiable to any extent, and it seems to 
me quite clear that, if the rupee was to go down from 
1*. id. to 10 cl, which would be an enormous change, \;j 

you ought fairly to expect, if that is the real deprecia- 
tion of the rupee, that these receipts from railway >> 

working should be almost doubled. 

10.070. (Mr. Hambro.) Do you make the railway : i| 

receipts Rx. 25,000,000 ?— I quote the figure from the § 

“ Statistical Abstract for India.” Of course, I am | 

subject to any correction which may he made by those || 

better acquainted with the figures. ^ ,T| 

10.071. (Sir D. Barbour.) 1 should think it is the 

gross receipts which would come to about that ? — There * 

is expenditure on the other side, which would also 
increase, but there is no doubt you ought to have a "| 

considerable increase in that way. 

L 
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Sir 10,072. (Si?' F. Afowatt.) Without affecting the 

K _F* traffic? — Without affecting the traffic. You are really 

29 Nov. 1898. P utt ^ n o 011 the same charges that you have now, hut 
' ^ * you are providing for the depreciation of the rupee. 

10.073. (Chairman.) In the year 1896-7 — it was 
better I know in 1897-8 — but in 1S96-7 the net 
loss on the working of the Indian Railways was 
Rx. 2,609,000 owing to the charge for exchange ? — 
As I say, I am not going to make up a budget for the 
Indian Government. 

10.074. jSTo, but I want you to see that this spring, 
which you think is a good one to tap, is already 
almost exhausted ? — It might happen in this case, as 
it happens in many other things, that it would be 
better for the Indian Government to reduce its charges. 
I do not know how that may be ; it is a question of 
business. 


10,075. The suggestion you make, so far, is that 
by an increase in railway fares and freights there 
might be an increased profit to the Government of 
India ? — Yes. I am suggesting that by way of 

criticism, as 1 have said. Then the other thing I 
should suggest by way of criticism is ’ivith reference 
to import duties. I know that that lias been the 
subject of a great deal of discussion in India and in 
this country too, and it lias been said that there would 
he great difficulties with the .House of Commons in 
inducing them to consent to imposing what I should 
consider would amount to fair import duties in a country 
in the economic circumstances of India. I have 
looked at the Indian Customs Tariff a little. According 
lo my experience of Customs Tariffs, it seems to me 
that the Indian Customs Tariff is oue of the lowest 
that I have gone through amongst countries in a 
similar economic position. It comes to about some- 
thing like 5 per cent, ad valorem , and a good many 
articles, I think, are admitted free. I do not 
think it worth while to go into detail very 
much, but it appears to me that it ought to be 
possible in some way to raise a good deal more money 
i\vm is done in India by means of Customs duties 
generally, but I speak especially of import duties, as 
there are great and special objections to duties upon 
exports. How much could be done is really a ques- 
tion that cannot be settled without going into the 
whole subject, as the officials in India who would 
be responsible for the matter would have to do • hut, 
speaking broadly, the fact of a 5 per cent, ad valorem 
rate of duty in India shows to my mind that this 
source of income has not been gone into and made 
the most of by the Government of India, With 
regard to the objection that the House of Commons 
would not permit you to put import duties on certain 
classes of goods, what one would say is that, if import 
duties of that kind are really required in the cir- 
cumstances of India, the interference of the House of 
Commons in that way, in preventing the Indian Govern- 
ment raising its income in a proper manner, and 
compelling them in a way to alter the money of the 
country, would not be justified. It would show that 
the House of Commons is not qualified to be the 
ultimate Government of the people of India. 


10,076. I do not think anybody has said that there 
would be any difficulty in the House of Commons. 
The difficulty that has been pointed out here is that 
there possibly would be, and I have had painful 
experience of it, considerable difficulty with the 
'English manufacturers in relation to any proposition 
that their goods should be taxed with import; duties, 
unless there were corresponding Excise duties put on 
in India?' — I do not like to speak in any absolute 
manner about it but I fear that in point of fact the 
objection has gone a little farther than that. 


10,077. As far as it has gone in this room, it is this : 
Mr. O’Conor, who is the best authority we have on the 
point,. has told us that, if we could double the present 
Indian import duties, the additional revenue would not 
eo.me to more than three crores ? — But three crores is 
a considerable item. 


10.078. Out of 12 crores? — I call it a considerable 
item, but, of course, I am not making up a budget 
for the Government of India. 

10.079. (Sir F. Afowatt.) But you are contemplating 
a considerable increase of that sort ? — Yes. It might 
be that, in the case of some goods, you might oven more 
than double the duty. If you go through the tariffs 
of our other Colonies, and see what is done all over the 
world, you will see that the import duties of India are not 
high, but extremely low. Then, I think, in a question 
of a serious deficit of this kind, so far as I have been 
able to judge, sufficient stress has not been laid upon 
the regular growth of revenue in India; that, if you 
are met by a case of sudden deficit happening from 
any cause, it is quite possible that, although you may 
not fill up the deficit all at once, and that would not 
be easy to do, still, you may know, if you have 
patience and wait a little, in two or three or five 
years the natural growth of the revenue may help 
you very much to fill up the deficit, and that you 
ought not merely to decide on the actual facts of the 
moment. That, of course, is again a question of 
detail for the consideration of the Government of India 
from year to year, and I am merely making the 
criticism upon the statements that have been made 
from time to time. 

10.080. (Chairman.) I should like to put one 
figure to you there. In the 20 years ending with 
3892-3 — that is, ending in March 1893, just; before 
the closing of the mints — there was an aggregate 
surplus of Rx. 17,000,000 and an aggregate deficit of 
over Rx. 19,000,000, the nett deficit amounting to 
Rx. 2,398,000. That was the result of 20 years’ finance 
during the time when India was supposed to he 
extremely prosperous. Of course that accounts for all 
the normal increase which you have been mentioning ? — 
That enables me to say, what I have often thought 
and what has never been dwelt upon very much, 
that, so far as my judgment goes, Indian finance on the 
whole has been exceedingly prosperous, that there are 
very few countries in the world indeed which can show 
such a good record for 20 years, that actually you 
have gone through these 20 years with so small n 
deficit in the aggregate. I think also, if the thing 
were looked into, it would be found that the permanent 
burden of India has not been increased in any .sub- 
stantial way even by borrowing for new works, but 
that considerable conversions of the debt have been 
effected. I must speak with all diffidence, but I have 
a strong impression that the permanent indebtedness 
of India did not increase, or at ail events did not 
materially increase, during all that time, so that I 
think we may say that India has had a prosperous 
period. That would he one reason the more for 
being very careful with any deficit when it comes 
suddenly, and not to be in too great haste to 
take quick and rash measures, but, to take 
time to consider wlmt ought to he done. 
The Government in India appears to me also ex- 
cess! vely apprehensive about a sudden deficit arising 
from a change in its money with reference to gold. 

I do not wish to speak lightly of financial troubles, 
but, in a country like India, a sudden deficit ought to 
be faced calmly, and there ought not to be an attempt, 
such as would be justifiable in a rich country like 
England, to meet that deficit at once. Time ought 
to be taken to give room for the ordinary sources of 
revenue to grow, and to find out the means of adding 
to the taxation, if necessary. Some of the mischief 
in dealing with Indian finance appears to me to arise 
from the hurry to make good a deficit, which in the 
circumstances of a country like India should only he 
attempted by slow methods. The experience and 
practice of finance in England arc not quite models 
for a stationary country like India, and an example 
that is more to the point would be that of Italy after 
its unity was established in 1859-62, where many 
years passed before, the annual deficit with which the 
United Italy started was finally extinguished. 

10,081. (Sir F. Moioatt.) “ Finally extinguished ” ? 
— From tlieir point of view it was extinguished. 
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10.082. But finally extinguished ? — I do not mean since. I should not like to say that., since the thing SirB.Giffen , 

tliat in totally new circumstances you may not have a was fairly started, as you phrase it, it has been steady, K.C>B- 
new deficit, but the deficit which the people who made because tin* period since then has been short; but, " * 

the unity of Italy had to find in the sixties and taking the whole period from 1893 to the present time 29 Nov. 189$. 

seventies was finally extinguished. That deficit was you have had a good many fluctuations, and it remain, — — 

about 15,000,000/. sterling upon an expenditure of to be seen whether you may not still have fluctuations 

35.000. 000/., so that it was really an enormous deficit. — whether this improvement which commenced in 

The financiers of Italy and all the people were occupied 1896, or something like that, will really be so lasting as 

for years in finding new taxes. I happen to know you think it will be. Up to now you have had 

the case well, as I had to write a great deal about fluctuations, 

Italian finance at that time. They made a 10.089. In 1893 it was If. 2±>d. ; in 1894-95 it was 

genuine and honest effort at that time to cover up Is. Id.; in 1895-96 it was Ls\ \%d.; in 1896-97 it 

that deficit, and they finally succeeded; not all at was U 2 Id.; in 1897-98 it was over Lv. and I 
once, but they put the finances of Italy right in about suppose this year it will be 1 s. o\d. ? — I should have 

15 years. !STo doubt Italy has gone wrong since then, thought almost more than that, but however, after the 

but that does not alter the fact that, in circumstances change was made, I am pointing out that we have not 

of great difficulty, they managed, slowly and painfully, been free from fluctuations, whatever the cause may 

to make good the deficit. The last point I shall mention be. The other things stated in the 1879 memorandum 

with reference to this question of finance is that there which seem to me to have been fairly justified by the 

is reason for suggesting in ail the circumstances that event are, first, the anticipation that you would have 

the whole question of Indian expenditure should times of considerable dearness in the money market 
itself be reviewed. The statements I have seen are con- whilst the process of appreciation was going on. I 
fined almost exclusively to the question whether more hardly remember now whether I said so in my 
taxes can be imposed in India or not, but in financial memorandum of 1879 or not, but, as a matter of fact, 
questions the other side of the matter should be looked at I think there is hardly a case of money appreciating 

also. It may be the case, and I fear it is the case, that by reason of a contraction or refusal to add to the 

the Imperial Government unfairly charges a great amount, in which you have not, at some time or other, 

amount of expenditure to India which ought rather had difficulties in the money market. The case I 
to he borne by the Empire in general. The army in remember best is that of the United States Govern- 
India is maintained, not exclusively for the advantage ment between 1865 and 1878, whilst their itieonverti- 
of the Indian people, but also for the general benefit ble paper was being brought up to gold value. You. 

of the British Empire. It may then be possible to had several times of enormous difficulty in the money 

make the deficit in India more manageable than lias market — great stringencies of money and difficulties of 
been represented, and thus avert the supposed necessity that kind. Then, again, this country we laid some 
for altering the money of India. That is perhaps difficulties of the same kind when we were returning to 
trenching upon the domain of politics very much, and, specie payments. I think in Argentina they have had 
as we all know, there has been a Royal Commission difficulties of a similar kind. With reference to a 
sitting for some time under the chairmanship of Lord case that has been mentioned frequently in these 
Welby, dealing with the question of what ought to be matters, that of Java, I believe when the system of 
charged to India and what ought not to be charged in making the coinage there equivalent to gold was 
respect of military and other expenditure ; but I introduced, you also had a time of very considerable 
should like to put very strougly the impression which stringency in the money market at the beginning of 
I have formed that in this matter India substantially that period. Whatever may be the cause of stringency 
is not dealt with in a fair manner, and that something in the money market, I do not think you can say 
ought to be allowed for the advantage which the Empire that any measure for contracting a currency and 
in general gets from the existence of the European making it of greater value is likely to be carried 
army in India, which is not exclusively for the benefit through without periods of considerable stringency in 
of the Indian people. I should say that from the money market. 

3.000. 000/. to 4,000,000/. sterling is the idea that 10,090. Then about the question of a gold 

I have formed as to what ought to be deducted from standard ? — I have formed an opinion upon two 
the permanent charge upon India. This, then, is points : the one is as to the question of a gold 
the main ground, that is the want of proof as to a standard, if it is introduced in what I should allow 
deficit, upon which I take the objection to the altera- to be a proper maimer, and the other is as to the 
tion of the money of Tndia, and, of course, there objections to the particular method now in question of 
remain all the objections to the nature of that introducing a gold standard. 

alteration itself. With regard to the first part of it, 10,091. Will you take the general question first? — 

that of the transitional state which was established in Taking the general question, I am inclined to doubt 
1893, 1 think I should confine myself to saying that veiy much whether a gold standard would in any 
apparently the objections which I brought in my case be the suitable standard for India. The general 
memorandum of 1879 have been justified so far that objection to a gold standard for India is that the 
you have had a good deal of trouble and distress in main currency, whatever the standard is, would be in 
India in consequence of the forced contraction of the silver all the same, so that- silver is the natural 

currency with a view to raising its value. You have standard for India, if we are to secure identity 

had also considerable fluctuations in the value of that between the standard and the principal metallic 

monopoly currency since the change was made in currency, which is, in my opinion, a desirable object. 

1893. I do not know whether 1 should say very much upon 

10.083. ( Chairman .) Do you mean by fluctuations, this point of a metallic currency being the same as 

variations ? — Yes. the standard, but it really is a very important matter. 

L0,084. Up and down ?— Up and down. 10,092. It seems to me a very important point, and 

10.085. But is that so ? — You had, first of all, the we should like your views upon it ? — I should like to 

variation from Is. 2\d. down to Is. 0 if/., I think, in say that this enters into the whole discussions^ about 

the earlier years after the change was made, money in the earlier part of this century in this 

10.086. If I am right, the lowest figure it ever country. A strong opinion existed against paper 

touched was in 1894 ? — But the change was made in issues of small denominations, on the express ground 

1893 _ that they would drive money of the standard out of 

10.087. But it did not come into actual operation the country, and that you ought to have money of the 

for 12 months ? — Of course I know all the special standard circulating in the hands of the people. I 

reasons that are assigned for it. do not think I can give you any reference to any 

10.088. Bug once the thing was fairly started, say published book on the subject, but that was really the 

in 1894—95, has not the rupee been steadily rising? — essence of the views of the leading men of those days. 

After that, yes, but them have been some fluctuations about which I can speak to some extent from -my 

7 J L 2 
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Sir H. Giffen , reading, and to some extent from my acquaintance 
K.C.JB. with Mr, Bagehot and older people acquainted with 
^ ie currenc y controversies of that time. They looked 
ov ‘ * with great apprehension upon the issue of notes of 
small denominations, because the issue of those notes 
would tend to drive the principal standard coinage 
out of the circulation. I may say that I found a 
similar opinion in the course of my reading about 
currency matters in France. I found that, when the 
Bank of France was established, in 1803, in the 
Napoleonic time, the circulation of notes in France 
was limited to notes of the denomination of 20/., that 
is 500 francs, and upwards. It did not go below that 
point, because it was considered injudicious to have 
notes of small denominations. Afterwards the limit 
was lowered, but I am speaking here of the state of 
opinion in the early part of the century. There is an 
obvious convenience in having actual standard money 
circulating in a country, and these were certainly the 
opinions of the founders of the present monetary 
system in England, and they agreed with the general 
opinion of that time, that paper of small denominations 
was not desirable, because it would deprive the country 
of the coins of the standard substance in actual use 
in circulation. Even if India had a gold standard, 
the reserves and the till-money of bankers and leading 
merchants throughout the country would continue to 
be in silver (because that is the usual money of the 
people), and any gold reserve kept in order to 
maintain these various currencies at a level with 
gold would he additional to the usual money arrange- 
ments of the country. There would consequently 
be two reserves, one in silver and one in gold, and, 
apart from the complication this would he a heavy 
burden to the community. 

10.093. But is not that so in this country at this 
moment ? What does a country banker keep his 
reserves in; he keeps them in notes, does he not? — 
And in gold. 

10.094. Not much in gold ? — In gold to some 
extent. 

10.095. But the great bulk, I presume, of a bank’s 
reserve is in Bank of England notes ? — I should not 
like to go into detail upon a point of that kind, because 
I believe there are great difficulties in ascertaining 
what the facts are, but a considerable amount of gold 
is kept by the banks in this country. I mean con- 
siderable in proportion to the total gold in circulation. 
Even in England, it may be pointed out that there 
are silver reserves and till-money in the banks, and 
even copper reserves and till-money, although gold is 
the standard. These things arc unimportant in 
England, because the gold currency so much prepon- 
derates. On that point I think I may mention 
figures which you will find in the report of Mr. 
Roosevelt to the American Government, which has 
been published in some papers upon currency 
by the American Government. I quote this 
because I happen to know the origin of that report 
and the figures that Mr. Roosevelt gives. The 
silver currency in this country may be taken to amount 
to something about 22,000,000/., I do not know what 
the exact figure may be. The circulation of gold is 
about 60,000,000/. I mean by that, gold in the 
hands of the people, as distinguished from what is in 
banks and what is in the Bank of England. So that 
the silver currency ih this country is unimportant 
compared with the gold currency. 

10.096. But are you deducting what is in the 
Bank of England ? — No, I was just going to 
mention what happened. In addition to that 
60,000,000/., you have about 30,000,000/. in sovereigns 
in the Bank of England and in the country banks taken 
together. In addition to that, you have 30,000,000/. 
of bullion in the Bank of England itself — that was two 
years ago ; I do not suppose that the figures will be 
quite the same now, but the 60,000,000/. I spoke of 
was the gold currency in the hands of the people. 

10.097. That is purely an estimate, I suppose ; you 
have no figures about that ? — I think to some extent 


those figures are taken from the Mint report ; they arc 
not purely estimates. 

10.098. (Sir F. Mo wait.) Your figures only give 
90,000,000/. in sovereigns? — Yes. Practically I 
happen to kno w that the report of Mr. It oose veldt 
was based to a large extent upon the actual figures 
of the Mint report, because it was an official 
report made by Mr Roosevelt to his Government 
about the circulation in this country ; and the figures as 
to the bullion held in the Bank of England, as 
distinguished from other bullion, were as a matter 
of fact obtained by me from the Bank of England 
for the informationof Mr. Roosevelt. 

10.099. (Chairman.) Your point is that# there is a 
preponderance of gold currency in this country as well 
as silver currency, and that in India the bulk of the 
currency must still remain in silver, and therefore you 
consider the standard should be in the same metal as 
the bulk of the currency ? — That is really what it 
comes to, but I may also point out this important fact, 
that, when you have token currency, the banks have to 
keep till-money at any rate, and sometimes other money, 
in reserve, so as to meet the demands for these token 
currencies, and sometimes that may be an important 
matter. In India, if your preponderating currency is 
a token currency of silver, you would have to prepare 
to have a reserve of till-money and token money in 
silver because of the mere fact that silver was the 
preponderating currency. 

10.100. That, you say, would not reduce the gold 
reserve which you would have to keep ? — If you are 
to have a gold reserve to preserve the convertibility of 
your token money into gold, the amount of that reserve 
would have to be determined on different conditions, 
and practically the result would be that you would 
have two reserves. That is what you would have to fear. 

I may say that, with regard to the possibility of a gold 
currency which India might use, I regret very much 
that I see no statement in detail by those who are well 
acquainted with the circumstances of India, as to what 
the amount, or the probable amount, of such currency 
would be, supposing the thing were to he begun 
to-morrow, 

10.101. Are you talking of gold standard or gold 
currency? — Gold currency. The impression I gather 
from the evidence of Lord Northbrook — which I have 
had the opportunity of reading — is that in his opinion a 
certain amount of gold would come out and be used 
as currency in India. The point I am on now is, what 
figure would you put upon it ? 

10.102. There are three possible situations ; first, 
gold standard with no gold currency at all ; secondly, 
gold standard with a limited gold currency ; thirdly, 
gold standard and gold currency unlimited; that is, 
absolute convertibility between gold and silver, and 
silver and gold. You are now dealing with the third 
of those propositions ? — Yes. 

10.103. But have you finished upon the other point ? 

I understand your argument would be, totally 
irrespective of amount, that the bulk of the currency 
of India would remain silver ? — Yes. 

10.104. I understand that your argument is that it 
is undesirable to have a gold standard, oven if you 
could get a gold standard easily, because gold would 
not be the same metal as the preponderating currency 
of the country ? — That is the very thing 1 am discuss- 
ing, the case of a proper gold standard with con- 
vertibility, and allowing a gold currency to be 
used ; I say that, even in that case, the amount of gold 
currency must in the nature of things be comparatively 
small, and I regret that those who have been putting 
forward the idea of having a gold currency have not 
supplied information as to the amount to which it 
could rise. 

10.105. Then I suppose you will come back to a 
limited currency ? — That I will come back to after- 
wards. 

10.106. I understand you to say this, that, assuming 
a gold currency and a gold standard established, you 
object to that, because there lias not been suifieient 
evidence given us to show what amount of gold would 
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Ije required tor that purpose? — That is my point, and 
1 think it is a very material one. In the absence of 
statements by those acquainted with India as to what 
the amount required would be, I should like to put 
this to the Committee. If we make the comparison 
with England, where wo have just been discussing 
the amount of gold in circulation, and comparing the 
economic circumstances of India, taking out, for the 
purpose of comparison, the figures of income tax when 
there was an income tax, or the figures of assessed taxes 
now, if we compare that with the receipts from income 
tax in England, and other direct taxes, you would 
find this: if we can carry on with 60 millions of gold 
currency in the hands of the people, I doubt very 
much whether that would give you much more than 
3 millions for the people of India. No doubt, gold 
could be used by certain classes in India, and in certain 
wholesale transactions, but I should like to have some 
information as to what the highest amount of that 
gold would be. As far as I can judge, it must 
necessarily be a small figure, and gold would not be 
familiar to the general mass of the population in 
India. 

10.107. Are we to understand that you think that, 
supposing a gold standard were accompanied by an 
unlimited gold currency, the real amount of gold that 
would he required would he very small? — That is my 
opinion, for the currency. 

10.108. You say there has been no evidence, but I 
think Lord Rothschild put it that, at the beginning, 20 
millions of gold would be sufficient ? — My own opinion 
is that 20 millions of gold would be sufficient both for 
currency and reserves in ordinary cases, aud my doubt 
about the amount of gold that India would require for 
establishing a proper gold standard and gold currency 
arises from the existence of the hoards of rupees in 
India. You must make an offer, if you introduce tlio 
gold standard properly, to give gold in exchange for 
rupees ; and the element of uncertainty is the hoards 
of rupees in existence, which might compel you to 
provide a much larger sum than the 15 or 20 millions, 
which apparently would be sufficient it you had only 
the actual circulation to deal with, and were not 
impeded and hindered by the existence of these 
hoards of rupees, which you might find it very difficult 
to deal with. 

10.109. Then, that being so, what do you say to a 
limited currency ? — Before we come to that, I should 
like to mention this point as to India being a poor and 
indebted country, which makes it difficult to maintain 
a gold standard. I mention the fact that many 
countries ■which tried to introduce a gold standard, or 
something like a gold standard, in my early days at the 
j Economist, at the beginning of the seventies, have since 
lost the standard. I mention, among other countries, 
Brazil, the Argentine Republic, Uruguay, Chili, 
Portugal, and afterwards Italy. 

10.110. Were not all those countries, countries 
where there was unlimited paper money ? — I shall 
mention that presently. In addition to these, I have 
noticed Spain and Peru, which . were hardly gold 
standard countries proper, but which certainly used a 
certain amount of gold. Almost all these countries 
have lost the gold standard subsequent to the date at 
which I was writing, although they had it at one time 
in a tolerably effective manner. How they lost it, of 
course, is a question for discussion and consideration, 
but that they had it at one time is certain, and that 
they did lose it is, I think, also the fact. I believe the 
great evil in all of them was the issuing of inconver- 
tible paper, but the point will be whether the issuing 
of inconvertible paper was not itself caused by the 
difficulty that these people had in maintaining a gold 
standard. The difficulty was a very serious one, the 
moment you asked them to pay their debts. It was 
all very well in L870, 1871, and 1872, when everything 
was booming, to have a gold l standard ; hut in a 
few years afterwards, when you asked them to pay 
their debts, they did not pay, and it was then that 
the issue of inconvertible paper began. I am 
speaking quite generally, but that is how it occurs 


to me. going ba<*k to the history at that time. Sir 11. Giffe 
I think there is a read difficulty for countries like Chili K.C.B. 
and Brazil and some other countries that we have 
named, in their economic conditions, to maintain a gold " ' 
standard, because the pressure upon them in times 
when money is stringent in London is really over- 
whelming and they can really hardly resist it. That 
was what was present to my miml as a difficulty 
which might arise in the case of India. 

10,1 1L I suppose all those countries very much 
outran the constable. They all spent more than they 
got ? — But still, you have a case of a country in a 
very similar economic condition to India, namely 
Mexico, which has been able to keep a silver standard. 

I doubt if Mexico would have been able to keep a gold 


standard. 

10,112. (Sir F. Mo watt.) If these countries which, 
as you have mentioned, outran the constable, had had 
no gold and had had no silver, what difference would 
it have made to them which their standard was in ? 
If they had spent more than they had got and had had 
to pay their debts, how would it have made any 
difference if they had had to pay their debts in silver 
or in gold ? — There is greater demand for gold, and 
gold is the money which they owe to their creditor 
countries as a rule. The creditor countries are the 
gold countries, and there is a great squeeze for gold 
when these other countries are called upon to pay 
their debts. I may mention that about that time 
you had Turkey ami Egypt, which have been mentioned 
in these discussions, also on a gold basis. Egypt, [ should 
say, is undoubtedly a case of a country which is really 
much richer economically than some of those that have 
been mentioned, and it has had great advantages in 
regard to payment of its gold debt. I do remember the 
time very well indeed when Egypt was in a state of 
financial chaos, and would have had that difficulty 
which Sir Francis Mowatt has mentioned of retaining 
even a silver standard, but since then Egypt has 
improved, and with good financial management and 
with the wealth which it possesses, it has been able 
to maintain a gold standard. Turkey, I think, lias 
not a proper standard of either gold or silver, and 
that is not a very good country to mention in 
connection with these discussions. 

10.113. (Chairman) However, your opinion is that 
India would have a difficulty in maintaining a gold 
standard, even if introduced in a proper manner, 
because it is a poor and indebted country ? Yes, that 

is my view., . 

10.114. Now, what is your next point? — The next 
point is as to the production of gold, and whether 
there will be gold enough. Upon that point I refer 
to the state of matters before 1848, and compare the 
increase of gold at that time with all the ideas that 
we then had as to what effect that increase would have 
with the state of things at this time. 

10.115. What is the gold position in the world 
The gold position seems to me to be very well 
expressed by Lord Rothschild. 

10.116. Lord RothBchild entertained no doubt as to 
there being plenty of gold ? — His judgment as to there 
beino- plenty of gold, I doubt. As to the fects that ho 
stated. I generally agree with him. You may put. 
it in this way. The production of gold has greatly 
increased of late years, but not so much relatively to 
the previous annual production as the increase in the 
fifties was to the annual production before that. 
Down to about 1836, before the gold discoveries in 
Russia, the production of gold throughout the world 
had got almost to a vanishing point, being from about 
2 000,000/. to 3,000,000/. sterling yearly. Before the 
Australian and Californian discoveries, about the year 
1848, the production had got up to about / ,000,000/. to 
8 000 000/., but, a few years after that, the annual pro- 
Sin had risen to from 30,000,000*. to 35 000,000 1 
and remained somewhere near that figure 101 
some time. The production was thus four or 
five-fold what it had been immediately before, ana, it 
we make the comparison with the period before the 
Russian gold discoveries, it was ten or twelve times 
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what it had been. At the present time, the increase 
spoken of appears to be as from 30,000,000/. to 
between 50,000,000/. and 60,000,000/. annually, or 
about double. Or, if we go back to the period of 
lowest annual production since the Australian and 
Californian gold discoveries, viz., to about 1880, when 
the figure was little more than 20,000,000/., we may 
say that the production is now about three times what 
it was at the outside. The proportion of increase is 
accordingly much less now than it was. We cannot 
assume then that gold will now be available for new 
fields as it was in the ’Fifties, or will have so much 
effect as it had then tit raising prices and wages. 
At that time, very ext ravagant ideas were formed as to 
what effect the new gold discoveries would have. As 
a matter of fact, although Germany undoubtedly, 
and the 1 United States probably, were iniiuenced by 
the opinion as to the abundance of gold, they were 
enabled to obtain the gold which they required for 
their purposes by squeezing the rest of the world, and 
causing that loss of the gold standard which many 
other countries sustained. That is the broad view of 
the case. It seems to me now that there is great 
danger in assuming that, in consequence of the increase 
in the production of gold, you will have enough gold to 
go round everywhere. That is exactly the mistake 
which was made 30 years ago, and which the people 
who have charge of these matters — the Governments 
of the leading countries — ought to be careful not to 
make again. There may not be gold quite sufficient 
for all these purposes ; but I am quite sure of this, 
that, if the abundance cf gold continues, and causes a 
great accumulation of gold in the banks and a great 
rise of prices, which is quite a possibility again, it 
seems to me that the rise of prices, and the rise of wages 
consequent upon it, in the old countries, and the general 
prosperity, would lead to the consumption and absorp- 
tion of a much larger amount of gold than I think 
Lord Rothschild appears to calculate upon . He assumes 
that the demands in this country and in the old 
countries would remain pretty much the same ; 
and then he makes the calculation that so much surplus 
would be left for other people. What I believe ought 
to be reckoned is that the demands for the old countries 
themselves, in the case supposed, might be incalculable, 
and I believe that they will be very large, and that 
the difficulties of countries in a less favourable 
economical position in adopting a gold standard would 
still be very considerable indeed. 

10.117. It is a question of opinion with you 
upon that point ? — I do not think that Lord 
Rothschild mentioned any reasons to the contrary. 
He simply made a calculation that, assuming tilings 
remained as they are in the old countries, there would 
be so much for the new countries. What 1 am point- 
ing out is that the demands for the old countries are 
themselves subject to modification to any extent, and 
that, just as it happened in the fifties and sixties, you 
would have a very large demand for the old countries 
such as you cannot now foresee, and then that the 
pressure on countries in a secondary position would he 
very extreme. 

10.118. Then wliat. have you to say with regard to 
the present methods suggested for inducing gold 
to go to India ? — Speaking specially in reference to 
the proposal of the Indian Government itself which is 
before you, my objection rather is to the leading idea 
at the root of the suggestion, quite apart from any 
criticism' which may be made in detail. This idea is 
that a given value of money or currency is required 
by a community with a certain range of prices, and 
that, if prices rise or fall, the currency is proportionately 
increased or diminished, and vice versa. Further, 
that one form of money in value may be made to 
replace another exactly, so that, if you make a gap in 
the one, the other comes in. The unsoundness in this 
idea is that you may in fact have great changes in 
prices, with no change in the quantity of currency, 
and great changes in the quantity of currency 
without changes in prices. I would give, as instances, 
what happened in Russia during the fall of the rouble 


about 15 to 20 years ago, when there was much 
speculation in the rouble in Berlin. In spite of the 
great fluctuations in the value of the rouble which 
then occurred, it was observed that the quantity of 
the inconvertible paper, although changing greatly in 
the aggregate, was accompanied by the absence of 
change in the quantity of small notes circulating. 
I have here with me a table in which I have extracted 
figures from Mr. Ivaufmann’s Statist iqzte Fhmucicre 
do la Jfatssie, in 1886. Mr. Kaufinann, who is an 
official in the Russian Ministry of Finance, published 
this book many years ago, and when I met him in 
Fans in 1880 lie called my attention specially to the 
] joint. I have mentioned. I extract from this hook a 
statement showing the issue of notes in Russia 
outstanding on January 1st of the following years, 
distinguishing notes issued temporarily, and showing 
amount of issues deducting temporary notes. 


(In Millions of Roubles.) 


Year. 

Total issue. 

Notes issued 
temporarily. 

Total issue 
deducting 
Notes issued 
temporarily. 

1800 


OS 7 

_ 

087 

1801 


713 

— 

713 

1802 


713 

— 

713 

1863 

- 

091 

— 

091 

1864 

- 

630 

— 

030 

1865 

- 

079 

28 

051 

1800 

- 

078 

27 

051 

1807 

_ 

709 

59 

050 

1808 

- 

715 

34 

081 

1809 

- 

724 

— 

724 

1870 

- 

732 

10 

722 

1871 

- 

757 

41 

716 

1872 

.. 

773 

49 

724 

1873 

- 

771 

7 

1 764 

1S74 

- 

797 

5 

792 

1875 

- 

797 

— 

797 

1876 

- 

797 

— 

797 

1877 

- 

790 

55 

735 

1878 

- 

1040 

305 

735 

1879 

- 

1188 

408 

720 

1880 

- 

1102 

446 

716 

1881 

- 

1133 

417 

710 

1882 


1133 

417 

710 

1S83 

- 

1133 

417 

7 16 

1884 

- 

1103 

387 

710 

1885 

- 

1073 

357 

710 


The point is that, in the years 1877, 1878, and 1879, 
when there was a great increase in the issue of 
roubles iri Russia, the increase was not in the ordinary 
circulation of the rouble, but in special blocks of 
rouble notes of large denominations, which were the 
subject of speculation on the Berlin Stock Exchange. 
This table shows that the ordinary circulation stood at 
about 700,000,000 — sometimes a little less, sometimes 
a little more — the whole of that time during which 
these immense changes in the total quantity were 
occurring through the issue of the rouble notes which 
were the subject of speculation in Berlin. 

10.119. ( Sir F. Mowatt .) Do 1 understand that 
that circulation is confined to the small notes ? — So 1 
understand, the active circulation. 

10.120. Do you know the limit of the notes ? — The 
limit of notes is about 50 roubles. The table does not 
show the particular size of rouble notes. The hook 
was given to me by Mr. Kaufmunn as bearing upon this 
particular point, but, I believe, the actual circulation 
of the rouble notes looked at in detail will quite confirm 
this. The other case I should like to give is that of 
the United States of America, where, for a good many 
years after 1868 or 1869, the circulation of greenbacks 
remained absolutely the same down to 1878, when specie 
payments were resumed, and yet you had the greatest 
fluctuation in prices and in the value of gold in 
relation to those greenbacks, and it was only slowly 
that they came up to a value with gold. Although 
the total amount of the greenback issue remained 
exactly the same all that time, you had a considerable 
change in prices. At this point I might refer the 
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Committee to a table about l ho price of g<»id which is 
contained in the first of thT^e memorandums which 
I wrote in 1879, where you will set* the exact figures. 
Then a more recent case is that of F ranee, where the note 
circulation in recent years has enormously increased, 
without corresponding changes in prices, and without 
any increase of population. My conclusion on this 
point is that c it is a wrong idea altogether that, if you 
make a gap in the currency of India, it will he tilled up 
by gold or any other new form of money which ymi 
desire. It is impossible indeed to foresee what make- 
shifts will actually be employed by a community 
subject to this inconvenience. You cannot say that 
the particular substitute which you propose will he 
used. As to whether you can substitute one currency 
for another, I should refer to my evidence before* the 
Hersehell Committee, questions 2061 to 2082, where 
I gave my opinion upon this point. It arose inci- 
dentally before the Hersehell Committee, and I there 
gave my opinion that one kind of currency cannot he 
exactly substituted for another. 

10.121. (Chairman.) I do not quite understand 
how this is bearing upon the proposals of the Govern- 
ment of India ? — You will find that they based their 
proposals on the idea that a currency which is just 
sullicient when the rupee is at Is*. 3d., would be 
redundant at Is. 4 d. 

10.122. You are now going into the question of 
redundancy? — Yes. It is the same question, and I 
give the case of the American money. You had 
American greenbacks at all sorts of prices with the 
same amount actually in circulation. 

10.123. The greenback was, after all, another shape 
of the National Debt. It was really a Government 
obligation. I do not see how that hears on the 
proposals of the Government of India, What they 
want is to establish a gold standard on a certain 
basis, and their argument is, that, if there is n 
redundancy of currency, they ought to reduce 
the number of rupees in the first instance, and 
then to restrict the circulation in the way men- 
tioned in their proposals. Your point is that there 
is no redundancy ? — The theory that there is a re- 
dundancy of currency is based on the idea that, if 
you have a currency that is sufficient at Is. 3d., it 
must he redundant if the rupee is at Is. 4 d., because 
you want so much less currency. Then I gavejhese 
cases of the greenback circulation of the United 
States, and the rouble circulation in Russia, and I 
show that, with all kinds of prices of greenbacks and 
roubles \ respectively, you have the same amount of 
circulation. There is no such thing as redundancy of 
currency at one price or the other. 

10.124. You say there is no redundancy of currency 
in India ? — I say it does not follow by merely showing 
that, if you have enough at Is. 3d., you must have too 
much when it is at 1?. 4 d. That is a wrong idea 
altogether. In addition to the question of value, yon 
have to consider the number of coins circulating, and 
the number of bits of paper circulating as well, and you 
cannot say that in one case the currency is redundant 
and in another case it is not. That is a wrong idea 
altogether. 

10 125. Then you object to the argument of the 
Government of India upon that ground ?— Yes. It 
may look an abstract question, but it really goes to 
the heart of their scheme. 

10,126. Is not the questiou, how much the currency 
would have io be increased assuming that they are 
quite wrong ? Now let us come to their real proposal ? 

I should like to add this observation: If gold, 

therefore, is rated to the monopoly coinage, which has 
now been established in India, at any point that may 
be fixed, the difficulties that will arise will apparently 
be of the same nature as those of a bi-metallic standard 
itself. There will be a double standard, although not 
exactly a bi-metallic standard, because one side of the 
standard will be a monopoly coinage at a value much 
treater than that of its metallic contents, and only on 
the other side will there he a metal. Still, the two 
will make a double or alternative standard, and it wil 


be impossible to iix upon any rate belween the two 
which will lv* maintained. It h quite conceivable, in 
inv opinion, that tile monopoly coinage might continue 
to increase in value, because it i- required lor special 
purposes, and that gold may not enter into tin* 
currency when the rate at which it is allowed to enter 
is exceeded, because the gold will in fact not be able 
to do the work which is done by the monopoly 
coinage. The instances of Germany, France, and tin* 
United States, where a small amount of legal tender 
silver coinage is used in proportion to the total 
currencv, are not in point. In these cases, tlu* legal 
tender silver coinage is not specially in demand for 
iinv purpose, is really superfluous, and is. kept at its 
value by gold being more or less freely exchanged for 
it at the will of the Government. The case will be 
quite different in India under the conditions suggested, 
because the monoply coinage will be the main coinage, 
and will he indispensable for the performance of 
certain work which gold cannot perform. 

10.127. Have you anything to say about Mr. 
Lindsay’s scheme? — Nothing special, because it 
seems to me that ail these different schemes arc 
covered by my objections to a managed currency of 
any kind. My objection is more general than to 
specific details. No doubt these schemes, in fair 
weather times and for a certain time, might work, or 
appear to work, but I do nut think they can be 
depended upon permanently, because essentially if. 
will be having a managed currency, and that is not a 
thing, I believe, which will answer permanently and 
which ought to be recommended by any government. 

10.128. Have you at all considered what the effect 
in India is of a depreciated currency? — I am inclined 
to think, but with some hesitation— because in the 
present circumstances any course which is taken seems 
to present great difficulties— but, on the whole, the least 
disadvantageous course to follow would now be to go 
hack to silver in spite of all its deficiencies. 

10.129. And risk depreciation ? — Risk a great deal. 
There would be a great shock ; it is not a thing that 
ou°lit to bo done lightly, and the fullest amount of 
time ought to he given to the consideration of it, 
but the important tiling is this, that, to have a good 
money at all, you ought to have an automatic standard. 

10.130. Is that all ? To have a good money you 
must have an automatic standard, you say ? — Yes. 

10.131. Should you not have a metallic standard that 
fluctuates as little as possible ? — I think any metallic 
standard you are likely to adopt is not likely to 
fluctuate in the sense in which we are vising the 
word. 

10.132. To-dav we are faced with a metal winch 
has fluctuated, and is fluctuating enormously, and we 
are face to face with the fact that the country where 
it prevails is a eouutry 80 per cent, of whose 
trade is done with countries which do not recognise 
this metal and require another metal ? -I should not 
accept the statement that it is silver which fluctuates 
enormously. I think that raises the very much 
debated question whether it is gold that fluctuates 
or silver that fluctuates enormously. I think, if you 
raise that question, speaking economically, there is 
quite as much to he said against gold as there is 
to be said against silver. My own impression is 
that silver did" better for India in the last 25 years 
than gold would have done, and gold is better for 
England than silver would have been for England. 

10.133. Is it your opinion, then, that the pur- 
chasing power of the rupee in India has not varied, 
aud that the variation has taken place wheie it 
lias been brought into contact, so to speak, with gold- 
usin" countries ?— That would raise a great many 
questions which it would he very difficult for me to go 
into without specially preparing myself about prices 
and wages in India. I think myself, in India, where 
silver had not changed very much down to_ 1892 or 
1893 with reference to commodities, at the chief ports 
in India at least, that silver on the whole was steadier 
than gold during all that time at the chief ports 
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in India ; but it would require a great deal of con- 
sideration and stud)' for me to say what had happened 
up country in India at different points and in different 
places. These things involve very difficult statistical 
considerations. What I am quite 1 sure of is, that 
nothing has happened to silver which has not happened 
in former times to any standard money which you can 
possibly select for your standard. In the early sixties, 
I remember, you had a great change in your standard 
money in this sense. At that time gold and silver, I 
believe, were to a certain extent depreciated, and you 
had great changes in India in consequence of the 
depreciation of silver at that time. I do not think 
that of late years there has been depreciation of silver 
sufficient to make it unlit for standard money in a 
country which chooses to use it, and the ease which I 
should put before the committee of a country which 
does use silver, and which has not come to grief in 
any wav by using it, is the case of Mexico. 

10.134. You say, “ If it is impossible or undesirable 
“ to go on to the proposed new metallic standard, then 
“ the only two alternatives open are, either to return 
“ to silver at the present rate of exchange and put 
“ more silver into the rupee, or to go back to the old 
“ standard itself, for which there are many reasons of 
“ convenience.” Do you attach any importance to 
putting more silver into the rupee ? — I attach a 
great deal of importance to it. It seems to me that 
the putting of more silver into the rupee would cost a 
good deal of money to the Government. 

10.135. Then you are against doing it ? — I .am 
against it, on the score of expense. 

10,130. To call in the whole 120 crores of silver 
and reissue it would he very costly ? — Certainly. I 
am not sure that in this country, which is a very rich 
country, having regard to the state which we have 
got into with reference to our token coinage, we 
might not call in our silver token coinage and replace 
it by a token coinage with the silver contents more 
nearly approaeiiing the real value. At present we iiave 
not a token coinage quite in accordance with the prin- 
ciples of Lord Liverpool. But in India it would cost 
too much. There are also other objections with 
reference to contracts and things of that kind, which 
it would be difficult to discuss, which might make it 
undesirable to “thicken the rupee,” as it is called. 

10,137. Your opinion, I gather, on the whole is this : 
you think that the course which is the simplest and 
involves the least permanent loss, and is the most 
practicable, is to reverse what was done in 1893, to 
open the mints to the coinage of silver, and not to 
attempt either a gold standard or a gold currency, to 
leave the bullion value of silver to settle, so to speak, 
the exchange value of the rupee, and that the evils 
which would follow from any other course are greater 
than even the worst evils than could he predicted from 
that course ?■— -That Is the ideal have. Of course, that 
is my general impression. 1 am not at all responsible 
for the present state of things, and I feel sorry indeed 
that such a state of things as we now have should have 
arisen ; but I think on the whole the least disadvanta- 
geous course is to face the difficulty, and to go back to 
the right path, which I think was gone a wav from in 
1893. 


10.138. (Sir JJ. Barbour .) You said you thought 
Mr. Bagehot was right, in the opinion he gave in 1879, 
that silver was not likely to fall much more, but that it 
might rise ?— At that time. Mr. Bagehotks opinion was 
given in 1876-7, and was only quoted by me in 1879. 

10.139. I do not think you mean that the result 
justified his opinion, but that on the evidence as it 
existed at that time he came to a proper conclusion ? — 
No, I meant to say that the result had rather justified 
his opinion ; because, when you are making a statement 
of that kind, you are not looking to the whole future, 
you are only looking to the immediate future, and the 
steadiness during the next few years after he gave that 
opinion did justify it. 

10.140. And therefore you say he was more justified 
in his opinion by the result than the Government of 
India were in theirs ? — I have not the paper before me 


now, in which the Government of India gave their 
opinion, but I think he was fairly justified in his 
view that there would be steadiness. 

10.141. The Government of India say this: “The 
“ current of all the most trustworthy opinion tends 
“ more and more towards the conclusion that, so far 
“ as can now be foreseen, there is no prospect of an 
“ early or complete recovery in the value of silver, 
“ and, on the contrary, that the probabilities are all 
“ in favour of a further fall.” That was the opinion 
of the Government of India? — But how far that was 
supported in detail 1 cannot say at this moment, and 
everything would depend upon the particular details 
on which that opinion was founded. 

10.142. 1 see your observation in reference to that 
statement was, “ wc must take leave to suggest that 
“ the statement quoted is entirely without justifies, ■ 
ts tion ” ? — As far as I knew from current opinion at 
that time ; but, of course, there is very little use 
discussing it without enumerating the opinions ; and 
the Indian despatch does not mention the opinions to 
which they refer. I think I quoted Mr. Bagehot as 
certainly a man of some authority at that time ; and 
he gave the reasons for his opinion, which I think 
have so far been justified. 

10.143. But has not the course of events been 
pretty much what the Government of India ventured 
to predict it would be? — I do not think they 
“ventured to predict” ; that was an opinion ; and if, 
in consequence of something which they did not 
foresee at all, an event happened which they predicted, 
1 do not think that that shows they were justified in 
their opinion. 

10.144. Mr. Bagehot, as you say, came to what you 
think was a reasonable decision on the evidence as it 
then stood. If the Government of India came to an 
opposite decision, I suppose you would hold that 
they came to an incorrect decision, even though 
circumstances so altered that in the long run the 
Government of India happened to be right, and Mr. 
Bagehot happened to be wrong ? — I do not think 
you can say that; because you can only give an opinion 
as to what is going to happen in the immediate future, 
and the Indian Government were wrong as to the 
immediate future — tlie six years immediately following 
their opinion. 

10.145. The important question which the Govern- 
ment had to decide at that time was the question of the 
future standard of India — whether it should be gold 
or silver ? — 1 do not think that was before them 
at all. 

10.146. Was it not proposed to stop the coinage of 
silver ? — That was more with reference lo tlie 
immediate future. 

10.147. Still, having once adopted the policy of a 
gold standard, they could not propose to go back 
to silver after six years? — No, and that shows the 
difficulty of raising a question of that kind, because 
they can only perceive a few years ahead, and you 
would not say that they were making the proposal with 
reference to the circumstances of 50 or 100 years hence, 
because the answer to that would have been that no one 
can possibly say what circumstances will be 50 or 
100 years hence. 

10.148. They say in their despatch, “ We have eon- 
“ sidered it inexpedient to interfere, at all with the 
“ British Indian gold coinage, thinking it best to 

restrict all changes in the law to what is essential 
“ for accomplishing the first step towards the change 
“ of the standard. We aim, it is true, at the eventual 
“ adoption of the British standard, and the extension 
“ to India of the use of British gold coins,” Is it not 
clear from that, that they intended to alter the standard 
from silver to gold ? — Undoubtedly that was the 
intention then. 

10.149. In discussing a question of that sort, viz.: — 
the standard of value for a country, do you consider 
it reasonable to limit t yourself to what may happen 
during six years ?- — I think it is quite impossible 
to go into questions of what may happen 50 or 100 
years hence. The whole thing is a mistake, because 
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you cannot have the materials of judging except as to 
what is to happen within the next few years. 

10.150. Then do you think, in making up your 
mind whether you shall or shall not change the 
standard, it is sufficient to confine yourself to what 
is going to happen in the next few years? — I think it 
is a thing you should not think about at all, unless 
there is immediate necessity for making the alteration ; 
and almost all the proposals that have been made for 
changes in the standard of value have been more or 
less incorrect, if you lake a long period afterwards. 
For instance, Ricardo, at the beginning of the century, 
was rather in favour of silver at first as the sole 
standard for England, but he changed his mind in the 
course of a few years, because he thought, from what 
was happening in South America and elsewhere, that 
silver was going to fall in value, and, as a matter of 
fact, we know that after 1816, and down to 1873, silver 
did not fall in value. I think it js hardly possible to 
take into view considerations such a long way ahead. 

10.151. If that is the case, you ought never to 
change the standard o£ value ? — I should think you 
should almost never change the standard of value. 

10.152. Are you aware what the proposal of the 
Government of India in 1892 actually was? — I have 
not followed it myself very minutely ; but I have read 
the proposals to some extent. 

10.153. I thought you suggested that the proposals 
of the Government of India in 1893 were to finally 
adopt the ratio of Is. 4 d. ? — No. I believe I mentioned 
that there was some idea of, perhaps, going to 
Is. 6d. 

10.154. Perhaps you will take it from me — I 
can read you the document if you like — that the 
proposal was this : The original proposal of the 
Government of India was to close the Indian mints 
to silver, not to declare any ratio at the time at all, but 
to promise that they would not in any case choose a 
ratio higher than Is. 6c/,, hut might choose a lower 
ratio, and to wait and be guided by experience as to 
what ratio should ultimately be adopted. You know 
nothing to the contrary of that ? — No, that is quite 
consistent with what I have read. 

10.155. I dare say you are aware that the modifica- 
tion made by the Herschell Committee in that proposal 
was to substitute a provisional arrangement by which 
the exchange could not rise above Is. 4 d., in order to 
prevent any sudden and excessive rise of exchange, 
which they apparently thought probable. Is it riot 
the case that up to the present time the Government 
of India are at liberty to choose any ratio they think 
best ? — That would he quite consistent with what 
they proposed originally : that is to say, the measure 
of 1893 was specifically a measure for stopping 
the coinage of silver, and not so much for fixing 
an exchange for gold as the measure of 1879 : but 
substantially I * think the arguments against the one 
measure apply to the other. 

10.156. Then you said that the difficulties of estab- 
lishing a gold standard would probably be much greater 
than the proposers of that measure had anticipated ? — 
That is the general idea; that it is a very difficult 
thing to do. 

10.157. Do you think that the Government of India 
did not recognise at the time that there might be 
great difficulties? — It is one thing to express an 
opinion recognising difficulties, and quite another thing 
to take action Which. does recognise them. 

10.158. That may be,- but, if the Government of 
India expressly said that there might be very great 
difficulties in doing what they proposed, it is not fair, 
is it, to say that they did not recognise the difficulties ? 

I do not think that they realised all the substantial 

difficulties. A man may say that he lealised difficulties 
in doing a certain thing ; but, if he does not realise 
the real difficulties, that is the same thing as saying 
that he did not realise them at all. 

10 159. Now, you are doubtless aware that at the 
time the mints were closed I was in India, and was 
the member of Council in charge of the finances of 
India. I will read you a passage from the speech 
i Y 3514. 


that I made when the bill was introduced for closing 
the mints, and of course I must be taken to have been 
the mouthpiece of the Government of India at that 
time ; in fact, to compare great things with small, it 
was very much as if the Chancellor of the Exchequer 
in the House of Commons made an announcement of 
the policy of the Government here. 1 said, “It might 
“ he that the gold standard may be made effective 
i: from the first, though it will not be secure until 
“ there is a considerable amount of gold in our 
iC treasuries and banks. Or it may be that the making 
“ of the gold standard effective, and the establishment 
“ of it on a secure basis, will involve a long and 
“ arduous struggle, and necessitate heavy sacrifices. 
“ Time alone can show which view is correct.” 


Sir R. Giffcn , 
K.CJB . 


29 Nov. lt!98. 


Looking to that statement, I hope you will be 
prepared to do the Government of India the justice of 
saying that, at any rate, they realised that they had 
what might prove to be a very difficult task before 
them ? — i do not think they fully realised that it 
might be an impossible task. 

10.160. But still they did realise that it might be a 
very difficult task ? — That it might take a considerable 
time. 

10.161. And might involve heavy sacrifices ? — But 
I do not think that that has always appeared in all the 
discussions on the subject. If I might make a sugges- 
tion to you, Sir David Barbour, it would be that you 
do not mention what kind of sacrifices were looked 
forward to at that time. 

10.162. It might be that the Government of India, 
as I believe was the case, thought that there might be 
sacrifices the exact nature of which it was not possible 
to foresee at that time. At any rate I can say that that 
was present to my own mind ? — I do not think that 
that view of the subject was present to many people 
who considered the matter even iu 1893. 

10,168. But perhaps you would accept my state- 
ment that it was present to me individually? — 1 
accept your statement undoubtedly, that in your view 
the thing might be very difficult to do. 

10.164. And I do not think I ever said absolutely 
that it was possible to establish a gold standard ? — I 
do not think it was present to most people’s minds, 
who had to deal with the subject in this country, 
that it was such a long and difficult operation. Of 
course that depends upon the people with whom one 
may happen to have conversed, but T do not think it 
was ever represented that it was an operation, for 
instance, which might go on for 20 years before you 
could establish a gold standard. 

10.165. I should like to read you another passage 
from a statement of the policy of the Government of 
India. This is a deliberate statement of the policy of 
the Government of India ; in making it, I was merely 
the mouthpiece of the Government it was made by me 
in answer to a question put in the Legislative Council 

“ The avowed object of the Government of India in 
“ closing the Indian mints to the free coinage of silver 
“ was to alter the Indian monetary standard from 
c< silver to gold : but it was expressly stated in this • 
u Council, on the 26th of June last, that it was not 
« intended for the present to do more than stop the free 
“ coinage of silver, and, as a provisional arrangement, 
“ to provide for the issue of rupees at the mints in 
“ exchange for gold at the rate of 16c?. per rupee. 

« The object of providing for the issue of rupees in 
(( exchange for gold at 16c?. the rupee, was to prevent 
i6 any great and sudden rise of exchange, and the 
« Government did not undertake either to establish 
<c 16c/. per rupee as the permanent ratio of exchange 
“ between gold and the rupee, or to establish any other 
c< permanent ratio immediately, or within any specified 
« time.” That would show that the Government 
thought that it might, take a considerable time to 
establish a gold standard ? — But not 20 years. . There 
is no indication, so far as I can judge, in anything that 
T have seen as to what length of time the operation 
would take; and 1 think, as Sir David Barbour has 
quoted so much about his own point of view, and the 
point of view of the Indian Government at that time, 
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1 may say that, as far as I can judge from the people 
on this side who were concerned in the* matter, there 
was very little idea of going over to a gold standard at 
all. I speak especially with reference to the opinions 
of Mr. Bertram Currie, who was quite satisfied with 
having stopped the coinage of silver at the Indian 


mints. 

10.166. I was only anxious that it should not he 
thought that the Government of India entered on this 
measure hastily, or that they thought or expressed 
the opinion that a gold standard could he established in 
India in a short time ? — There is no doubt of course 
about the bona fides or the good intentions of the 
Government of India, and of ail the people who were 
officially promoting it at that time, but that does not 
affect the question as to whether they adequately recog- 
nised the difficulties they were going to encounter ; and 
it seems to me that, unless you look forward to 
providing a sufficient reserve of gold at once, and up 
to this moment no sufficient reserve of gold has been 
provided, you were not realising adequately the 
difficulties which lay before you. 

10.167. Now you said that you thought there 
was too great a hurry in India to meet indebtedness 
when it arose, and that the Gove rumen): might wait 
until the growth of revenue filled up the deficit. Do 
you not think it is a very dangerous thing for any 
poor country like India to accept a deficit for one 
moment longer than it is absolutely necessary to do 
so ? — I quite agree. It is merely a question of what 
the time ought to be when the emergency arises. It 
is a mere question of degree. I am quite sensible 
that that is a very vital question indeed. 

10.168. I daresay you recognise that the strongest 
answer a Chancellor of the Exchequer can make to his 
colleagues, when he is pressed to increase expenditure, 
is to say, “If you do not incur that expenditure you 
“ will have a surplus, and if you do incur it you 
“ will have a deficit 33 ? — Quite so, hut what I recognise 
is that there are many countries which are in an 
inferior economic condition to England that cannot do 
that. In this country we have numerous taxes — for 
instance the 'income tax, which we can shift up and 
down at will ; but there are many countries where they 
cannot do that, so that it might be in those cases very 
injudicious to impose new taxes when perhaps by 
waiting a little they could get into better circumstances. 

10.169. I do not know whether you are aware that 
the Government of India has on more than one 
occasion accepted a deficit — has budgeted for a deficit. 
That was the case in 1893-94? — I can quite under- 
stand that that should be so ; there may be sometimes 
willingness to face a small deficit. 

10.170. You say the Government of India should 
have waited. I daresay you will recollect that there 
were financial difficulties in 1874, when the exchange 
first began to fall in Lord Northbrook’s time ? — I do 
not recollect precisely those difficulties. I recollect 
the difficulties when Sir Richard Temple was Minister 
of Finance, and the difficulties afterwards in the time 

« of Sir John Straehey, I think; but I cannot give you 
the exact dates. 

10.171. When exchange fell, of course you would 
expect a difficulty, and a difficulty of that nature 
arose in 1874. So that the Government of India had 
to meet a fall of exchange, and did meet it at that 
time without altering the standard. Then, I daresay 
you recollect that there was a subsequent difficulty 
when those proposals to which reference has been 
made came home in 1878. A difficulty arose at that 
time from the fall of exchange, and led to these pro- 
posals regarding which you wrote your memorandum ? 
— All the same, for 20 » years before 1892 there was 
practically no deficit in India. 

10.172. There was a difficulty — it might be great 
or little — but there was a difficulty in 1877-78, which 
led- to those proposals coming home in 1878? — lam 
quite agreed in substance with what you are putting. 

10.173. ( Chairman .) In 1864 the Indian Govern- 
haent sent home a series of resolutions as to a gold 
currency, and Sir Charles Trevelyan proposed a gold 


currency for India by declaring sovereigns and half- 
sovereigns to be legal tender at the rate of 10 rupees 
to the sovereign, That was strongly supported by 
the Bengal Chamber of Commerce, who sent homo a 
resolution declaring their opinion that a gold standard 
was almost universally admitted to be a positive 
benefit to India. Sir Charles Wood eventually 
disapproved that proposal, but he gave a sort of com- 
promise, namely, that a rate should be fixed. Then, 
in 1865, the Directors of the Bank of Bengal stated 
that the time .had come when sovereigns and half- 
sovereigns should be declared legal tender. In 1866 
the Government of India appointed a Commission 
to enquire into the operation of the paper currency. 
That Commission took a very wide range of evidence ; 
and they reported that the evidence they had taken 
unanimously proved a demand for a gold currency, and 
that gold coins would be more popular than notes ; 
and they objected to the note currency on the 
ground of the popularity of gold. Their general 
report was that the currency of India should be gold, 
silver, and paper. Then we come to the* year 1878, 
about which Sir David Barbour has been questioning 
}'ou, and upon which you wrote your two memo- 
randa. Then in 1802-93 Sir David Barbour takes 
the thing up again. So that there lias been nothing 
rash or hurried about the action of the Government of 
India ; but this question concerning a gold currency 
and a gold standard has been under discussion in India 
for between 30 and 40 years, and it has always been, 
so far as I can find any evidence, a popular opinion 
among the banking and mercantile and general cireles 
of India ? — I can say that I am very well acquainted 
indeed with the correspondence and the papers about 
1864-65, and some of the papers that were published 
in the Blue Book at that time are amongst the most 
useful that I can remember with reference to the 
discussion of the bi-metallic question. But, all the 
same, I do think that the proposals for a gold standard 
in 1864-65 were of a different nature essentially, 
being produced in different circumstances, from the 
proposals in 1892-93. In 1864-65gold was supposed 
to be, and no doubt was, comparatively abundant 
throughout the world, and India in particular had 
been the recipient for a good many years of very large 
quantities of gold. It was quite a legitimate thing 
for people at that time to think more of the gold 
standard than would have been j>ossible or desirable 
afterwards, when the circumstances had changed a 
good deal. But it does not follow, from the general 
opinion amongst the people engaged in the foreign 
trade of India, they being in favour of a gold 
standard for India, that that was conclusive of the 
matter ; and it would not alter the fact that, even if 
you were to introduce a gold standard and gold 
currency now, the gold currency would be used as a 
matter of fact to a very small extent in the trans- 
actions of the people of India. But, as far as regards 
the point that the thing has been a great deal con- 
sidered between the Government and the people of 
India at different times, that I should not dispute, 
because rliat is really a matter of history in which 
I should quite agree with you. 

10,174, (Sir D. Barbour .) You may take it from 
me that there were difficulties in 1874 — there naturally 
would be — when the exchange fell, and there were 
difficulties later on which led to the proposals of 1878, 
and you are aware that there were further difficulties 
about 1884 and 1885 which led to the Gold and Silver 
Commission of 1886, Then, after that, there was a 
sudden rise in exchange owing to the speculation 
caused by the iucrease of the American purchases. I 
think you drew attention at that time to the fact that 
the rise would be only temporary. Then, you will 
recollect that there were further difficulties arising 
from the same cause in 1892, and there was a great fear 
that the Americans would cease to purchase silver. Do 
you not think that, if the Americans had gone on pur- 
chasing silver, they would have gone to a sil ver standard ? 
— That is an important question, because, I think, there 
has always been a danger of the Americans going in for 
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a silver standard. But, when you point out that the 
Indian Government went into the matter in 1874 and 
1878, and again in 1885 and 1892, you are talking of 
different times altogether, when silver was about to 
have a severe fall. Indeed, it shows that, on the whole, 
their policy in taking the matter up was not quite 
justified, because they did not succeed in 1874 ; they 
did not succeed in 1878-79 ; they did not succeed in 
1885 ; and no particular harm has happened to India. 
It might have been the case that, if they had failed in 
1892-93, we should all be recoguising at this date that 
the Indian Government might as well have left the 
subject alone, and that no particular harm was going 
to happen to India. 

10.175. Or, on the other hand, it is just possible 
that we might have been preparing at this moment to 
meet^ another fall ?— No doubt. One cannot tell what 
the future is going to be. We might have a fall in 
gold in the same way, as many people suppose is going 
to be the case ; but no one would propose to alter the 
gold standard of this country because of that. 

10.176. The fact that the Government of India 
had difficulties to meet in 1874, and again in 1877, 
and again in 1885 and 1892, and that there were 
apprehensions of further difficulties in the future, 
would show that the process of waiting which you 
recommend might have proved to be a very long one ? 
— It does not show that any of the difficulties were of 
a kind even to suggest an alteration of the money of 
the country. That is where the great difference 
arises. 

10.177. I merely say that it shows that the process 
of waiting might have proved a very long one ? — But 
every Government must deal with all the circum- 
stances affecting its finances ; there are good times 
and there are had times, and bad times do not even 
suggest to me the expediency of altering the money. 
Every alteration of the currency ought to be treated as 
a matter requiring the greatest care. That is the 
difference between Sir David Barbour and myself. 

10.178. If the Government had, for instance, an 
inconvertible paper currency, would you recommend 
that they should change it or adhere to it ? — Incon- 
vertible paper, of course, lias great difficulties and 
evils of its own, which ought to cause evezyone to dis- 
courage it, and it is not a proper thing to have. It is 
not a good money. 

10.179. Do you think the Germans were justified 
in changing from silver to gold ? — It was a matter of 
which the Germans were the exclusive judges, they 
had very good advice about it. I think on the whole 
they might have done as well to keep to silver ; but 
they had an undoubted necessity for making some 
change in their money, because they had such a great 
variety of currencies, not exclusively silver — a certain 
amount of gold was legal tender money in Germany 
before 1872 — so that they had great excuse for 
changing their standard. 

10.180. The pressure on them to change their 
standard from silver to gold was not nearly so great 
as the pressure has been upon the Indian Government ? 
— There was no pressure on the German Government 
except one of convenience. The step was not taken 
in consequence of pressure, it was taken because they 
thought that, on the whole, gold would be better than 
silver ; they had to make a change of some kind ; 
they had to unify their money, part being gold and 
part silver. 

10.181. Practically it was all silver? — No, they 
had a considerable part of it in gold and they unified 
it on a gold basis, but it was not done from any 
pressure, it was simply done because it was found 
absolutely necessary to make a change of some 
kind. 

10.182. If they were justified in making the change 
by the prospect of the comparatively moderate difficul- 
ties they had to meet, a fortiori the Indian Govern- 
ment are justified in proposing this change now ?— 
No. I think the Germans changed from a cause 
belonging to the nature of the money. The Indian 
Government proposes to change from a cause which 


should not have to do with currency or money at all. Str R 
1 think you took a false view of wlmt it was expedient k. C. 0. 

to do, when silver money changed in value in reference 

to other money. 29 Nov. 1898. 

10.183. You said that you thought India was — — — 

unfairly charged with Imperial expenditure by 

England r — That was the opinion which I expressed. 

10.184. I dare say you are aware that the Govern- 
meat of India would be glad to get the Imperial 
Government to bear a portion of that expenditure with 
which India is now charged ? — I have no doubt that 
that raises questions of very high policy indeed. 

10.185. 1 dare say you are aware — at any rate you 
may take it from me that it is so — that, the Govern- 
ment of India has at times urged that matter on the 
attention of the Imperial Government ? — I bedieve 
that lias been the case. 

10.186. And a Commission has been appointed to 
enquire into the matter, which is sitting now? — I 
have referred to that in my evidence. 

10.187. You say you think the Imperial Govern- 
ment should bear a portion of the cost of the British 
Army in India ? — That is the idea I suggest. 

10.188. Then would it not he possible to argue that 
the Government of India should bear a portion of the 
cost of the British Navy, which protects Indian trade 
all over the world and prevents any naval expedition 
by foreign Powers against the coasts of India? — I 
duly took that into consideration, but on balance I 
thought the advantage ought to be given to India. 

10.189. At any rate it is a matter to be settled 
after consideration by the persons interested? — No 
doubt. All I wished to express before this Committee 
was that, in statements by responsible officials in India 
as to the finances, they should not have confined 
themselves so exclusively to the question of then 
having reached the limits of taxation. 

10.190. In point of fact, whatever view we may 
take as to the just proportions in which India and Eng- 
land should share that expen ditui’e, the Government 
of India could only deal with matters as they stood ? — 

That is so, no doubt, but to a certain extent we must 
recognise that the Government of India is the Secre- 
tary of State for India and the House of Commons. 

10.191. But the Secretary of State for India at that 
time had not got any promise from the Imperial 
Government or the Chancellor of the Exchequer to 
give him three or four millions sterling a year, and he 
had to deal with the question on the basis on which it 
then stood ? — 1 hope that one of the results of this 
Committee, and of the whole question of the money of 
India being raised, will be to compel our leading 
public men to consider the farther question of the 
relations between India and this country with regard 
to expenditure. 

10.192. Then you said you thought that, if there 
was a gap made in the rupee currency of India, it 
might not be filled up by gold. I do not know whether 
you accept to any extent the quantitative theory 
of money? — The quantitative theory of money is 
explained so differently by different people. My own 
expressions about it have been interpreted in a very 
strange way. Ultimately, I have no doubt that the 
amount of the standard substance, the quantity offering 
in the market, and the quantity being supplied, have a 
material effect in regulating its value in exchange with 
other commodities. But that is not an opinion which 
can he taken to mean that a given quantity of money 
must be in existence in reference to a particular state 
of prices in a given country. 

10.193. I merely asked you whether you accepted 
the quantitative theory of money to any extent, and 
you say you do to some extent — you do with certain 
limitations ? — To the extent I have explained. 

10.194. Then, if it were the case that the 
quantity of rupees in India was steadily reduced year 
by year, would not the value of the rupees rise ? — 

It might rise to a point, but you do not know, when 
you are introducing an artificial measure of that kind, 
what else might happen, and what substitutes may 
come in. 
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lV XC B* 1 ’ h 11 ^ ^ the quantity of rupees in India is steadily 
... ’ reduced, the value of the rupee will tend to rise ? — 

39 Nov. 1898 . If nothing else happens ; but that is the whole point, 

• that you cannot do a thing of that kind without 

something else happening. 

10.196. Still the tendency is for the rupee to rise, 
other things being equal ? — Yes. 

10.197. Then, if the rupee rose to gold point, that 
is over Is. 4 Jr.?, under present conditions., would not 
gold come into India ?- — But it might be that it would 
not rise over Is. 4 d. 

10.198. But, if you carry on the process of reduc- 
tion to a sufficient extent, would not the value of the 
rupee tend to rise ? — I think substitutes would have 
to be introduced to perforin the work which the silver 
currencv now performs. Whether gold would be the 
substitute is another matter. 

10.199. But I cannot think of any substitute, 
except coins that are made legal tender ? — We know 
that gold itself is used in many countries where it is 
not legal tender, and the same thing might happen in 
India ; they might have other things in use ; they 
might have silver bullion for example. 

10.200. But how would you pay your debts in 
silver bullion ? — Just as you do in China. 

10.201. It is the law there, is it not, and silver is 
accepted by the Government ? — -No, I think not, it is 
simply the custom of people there to buy and sell in 
silver bullion. 

10.202. Suppose a man accepted silver bullion in 
India, how could he pay his debts or taxes with it ? 
The Government would not take silver bullion from 
him ? — I do not wish to be judged by particular cases, 
but I do affirm that, when you stop the coinage of a par- 
ticular country, and say that people are not to have 
money of a particular kind, you do not know what 
effects will be produced, and what substitutes will be 
made use of. Suppose you were to stop the coinage 
of copper in this country at this moment, and to say 
that no more copper coins should be issued, you could 
not say that gold would replace copper to any extent in 
the particular work which the copper performs ; neither 
could silver ; and I say that in India, supposing you 
stopped the silver, you do not know beforehand whether 
the g*old to any material extent could perform the work 
which silver is now doing. That is a thing which you 
have to show in detail, and you must not assume it. 
You must show in detail what transactions gold would 
be useful for, how much gold would be used, and so 
on, but you cannot assume beforehand that gold is 
able to do the work of silver. Take the case of paper 
money. You cannot assume that gold alone would do 
all the work that paper money now does in this 
country, and still less that it could do the work 
which is now done by cheques. You have always to 
consider the particular currency, and what it can do. 

10.203. But is there any intention expressed by the 
Government of India of limiting the quantity of 
rupees in India, if found necessary for the purposes 
of currency, any more than the Government 
of England limits the quantity of shillings 
below the amount found to be necessary in this 
country ? — I have certainly seen expressions of that 
kind, but, if there is no intention of that kind, that 
brings you to the second point, that, unless you limit 
the rupees, if you provide for the expansion and con- 
traction of the rupees just as shillings expand here in 
good times and contract in bad times, then you may 
have this difficulty before you ; that you issue in good 
times more rupees than will circulate in bad times, and 
in bad times your rupee coiuage goes to a discount. 
You are committed to the limitation of it, or you are 
committed to the abandonment of your gold standard. 

10.204. But, if the arrangement was, as there is no 
doubt it would be, that no silver rupees would be 
issued in good times, unless gold were given for 
them, you would have that gold in hand to meet bad 
times when they arose ? — That is to say, you would 
have the double reserve of which I have spoken, the 
gold as well, as the silver reserve. 


10.205. I merely wish to point out that with that 
reserve you could provide the means ol; increasing or 
decreasing the number of silver rupees according to 
the actual wants of the country. If you argue that 
that involves a gold reserve, which is a source of 
expense, that is another matter P — That brings you to 
the difficulty of the hoarded rupees. If you have to 
give gold for the rupees which you have issued in 
the manner you have described, you must make the 
offer of gold for rupees quite general, and then all the 
hoarded rupees may come out in exchange for gold. 
I do not see how you can make a distinction between 
the rupees which you issue in good times and the old 
rupees which are known to be in existence. 

10.206. Nor do I make the distinction. The 
only limitation on the exchange of gold for rupees 
would he the amount of gold you have actually 
received beforehand ? — If you limit it to that, and 
that gold should be exhausted, away goes your gold 
standard. 

10.207. To that I agree. l r ou also say that the 
hoarded rupees coming out might break down the gold 
standard. Again I agree, but that all. depends on whether 
the rupees do come out of hoards P — -No doubt. 

10.208. If it should prove that the rupees that are 
in hoards are not brought out in exchange for gold, that 
would make the thing somewhat easier ? — Of course, 
if the Indian Government is prepared to offer gold for 
rupees, a great many of my objections to their proposals 
fall to the ground. But I understand from. Lord 
Northbrook’s evidence, and from the expressions of 
the Indian Government itself, that that is the one 
thing which they are determined not to do. 

10.209. They are determined not to be bound by 
law to offer gold for rupees to an unlimited extent ? — 
But it must be unlimited, or it would not be effective. 

10.210. Would you not rather say it might not be 
effective ? — It might not be effective. 

10.211. And the rupees that are in hoards may not 
be presented, and, if so, that difficulty would not 
arise ? — We' must go by the light of human nature a 
good deal in this matter, andl should think probably 
they would be presented, especially if there was an 
opportunity of replacing them immediately after by 
rupees at a lower rate. Still, a great many of my 
objections to the Indian Government proposals would 
fall away if that were so. 

10.212. (Chairman.) We are dealing with the 
whole question. We might recommend, as you say, that 
rupees should be convertible : that is an open question. 
Your opinion, 1 take it, is that they ought to be made 
convertible, and that, if they were made convertible, 
that would do away with many of your objections to 
the Government’s proposals ? — I have no hesitation in 
saying so. 

10.213. What I mean is, this Committee is not 
bound by what the Government of India have pro- 
posed ? — I have no objection to say that a great many 
of my objections would disappear if that were so. Of 
course, another chief objection remains, which would be 
tlie expense. The objection would remain that on the 
whole, I think, silver would be the better standard 
still ; but, if you make the rupee quite convertible, and 
if you are prepared to face the expense, and if that 
should prove to be a kind of monetary arrangement 
which the people of India would willingly accept, then 
I have no objection to a gold standard for India in 
that way. 

10.214. {Mr. Hamhro .) "As long as it is a real 
standard ? — As long as it is a real standard. 

10.215. {Sir D . Barbour.) Assuming that it was 
decided to introduce a gold standard, or to attempt it, 
would you recommend that the Government of India 
should undertake to give gold for rupees to an un- 
limited extent ? — I do nut think it can he done 
properly without that. 

10.216. But do you think it would be a safe thing to 
do? — I do not think it would be a safe thing, on account 
of the evidence as to the magnitude of the hoards. 
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10.217. And, if the Government of India did it to a 
limited extent only, it might succeed, or it might not ? — 
Quite so. It is more or less an uncertainty. 

10.218. I dare say you will admit that the Govern- 
ment of India recognise that, if the money now in 
hoards were presented in exchange for gold, it would 
create a serious difficulty ? — They seem to lay it 
down very much that it is not a thing to be thought 
of — to offer gold for rupees. 

10.219. But they recognise that people who have 
silver rupees in hoards might come forward and take 
gold instead of them, and get the rupees into circula- 
tion, and in that way possibly a serious difficulty might 
be involved ? — That is so. 

10.220. On the other hand, if the people who have 
hoards did not do so, that difficulty would not arise ? 
—No. 

10.221. And still more, if people went on hoarding 
rupees as they did before, there would come into play a 
force which would facilitate the establishment of a gold 


standard? — I am not quite sure of that. That might Sir R . Giffcn , 
create this difficulty : that the Government of India K.C.B. 

would not know at any moment but that the people 

who hold the rupees might come forward. 29 y ° Y * 189 8t 

10.222. But for the time being, at any rate, it 
would make the establishment of the gold standard an 
easier matter ? — That would be so. 

10.223. Then a great deal depends on what the 
action of the people who are the hoarders of the rupees 
may prove to be ? — Yes. You mean with regard to 
people selling rupees, demanding gold for their rupees. 

10.224. Or continuing to increase their hoards of 
rupees ? — That would he so. 

10.225. And we must, I suppose, wait to see what 
happens and be guided by experience ? — That is just 
one of the difficulties of the matter. I do not think 
you should leave the money of a great country like 
India quite at large. 

10.226. Unless you cannot help it ? — Necessity has 
no law, of course. 


The witness withdrew. 


Adjourned. 


Sir Robert Giffen, K.C.B., recalled and further examined. 


10.227. (Chairman.) Have you anything you wish 
to add to your previous evidence ? — I should like to 
add one or two words to make quite clear the answer 
to the Question 10,204 and 10,205. 

10.228. Question 10,204 is : “But, if the arrange- 
ci ment was, as there is no doubt it would be, that 
“ no silver rupees would be issued in good time3, 
“ unless gold were given for them, you would have 
“ that gold in hand to meet bad times when they 
u arose.” Your answer was : “ That is to say, you 
u would have the double reserve of which I have 
“ spoken, the gold as well as the silver reserve 35 ? — 
I should like to add something almost by way of a 
question ; it comes to that, because the question reads 
as if you would always have gold to be given out for 
the rupees that were brought back to you, and that 
would apply to the rupees given out now. When 
people bring gold to the Currency Department in 
India, I understand that you have rupees in the 
Currency Department to give out. But suppose after 
a time you have no more silver in the Currency 
Department than what you think it necessary to keep 
as a reserve, it is quite clear that you would then 
have to apply the gold to the purchase of silver with 
which to coin rupees. Then, if these rupees came 
back, you would not have that gold, or, at least, you 
would have only a part of it, with which to take 
these rupees back in bad times when they were more 
or less redundant. I do not know that the point is 
very material, but it seems to me that the question 
may arise in course of time. 

10.229. Is there any other point on which you 
wish to add anything ? — The other point was with 
reference to the remark you made about silver being so 
fluctuating a metal. Without going into a discussion 
of the matter— I do not wish to go into any contro- 
versy upon it — I should just like to state what my own 
view on that subject is. Since the beginning of this 
divergence between gold and silver, I do not think the 
depreciation has been all through of the same character. 
I think in the first part of it, about 1876 or 1877 or 
thereabouts, about the time when Mr. Bagehot was 
writing, you had the beginning of what was a depre- 
ciation of silver in the sense in which Mr. Jevons and 
the older economists had written about the deprecia- 
tion of money. But that did not last very long, and, 
for a good while after that, the position rather was, 
not that silver had depreciated in the old sense— I am 
speaking specially from the point of view of India 
but that the gold in which a part of the .obligations 
of India were payable had appreciated in the old 
economic sense. Since 1892, however, I should be 
inclined to say that, if the Indian Government had 


maintained silver as its standard, you would have had 
a depreciation since that time in the old sense, as 
economists understood the word; that is to say, 
measured by the leading wholesale commodities, which 
was the kind of measure which the old economists 
used to take. I wish to state that as my view of 
the depreciation of silver, so that there should not be 
any confusion when questions are put to me. 

10.230. Is that entirely irrespective of the exces- 
sive production of silver ? — That would be so. The 
excessive production of silver produced no depre- 
ciation, in the old sense of the term in which we 
economists used to speak of money, until 1892, with 
the exception of that brief interval in 1876 or 1877. 

10.231. But was not the ratio between silver and 
gold practically a fixed ratio ? — That is quite true. 
There had been a fixed ratio, but in the economic 
sense you had a depreciation of both gold and silver 
in 1848 and 1862. That was the theme of Mr. Jevons 3 
famous essay. That depreciation was both in gold 
and silver, in the old sense in which these words 
were used. 

10.232. You think that the depreciation practically 
has nothing to do with the fall in the price of 
silver ? — The fall was with reference to gold ; and, of 
course, if you simply measure gold and silver by each 
other, it leaves open the question as to which the 
movement is in. That is a controversial matter. The 
points I have been mentioning just now, are, I think, 
a little away from controversy. I am trying to ex- 
plain what "is the exact view I have of the course of 
events since about 1872. 

10.233. (Sir F. Moioatt.) How long after 1876 did 
the depreciation of silver (in what I may call the 
legitimate definition of “ depreciation 33 ) go on ?— It 
was a very short time. Mr. Bagehot at that time 
said that the depreciation, which he considered — and 
I think rightly at that time — -to be mainly due to the 
sales of silver by Germany and the cessation in the 
coinage of silver in France, did produce a very con- 
siderable flow of silver from this side to India. And, 

I think, at that time it was just the beginning, not 
very well marked, of an actual depreciation of silver 
in the old sense. 

10.234. How long do you say that lasted ? — Not 
very Jong ; for a very short time. 

10.235. For years? — Two or three years merely. 
What came about after that — and what was really 
underlying it for the whole time — was the appreciation 
of gold, as we should call it, and there was nothing in 
India to justify you in speaking of the depreciation of 
silver, in the old sense, with reference to commodities. 

M 3 
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Sir JR. Giffen, 10,236. ( Sir D. Barbour.) There was one ex- 
K.C.B. planation that you gave, which, I think, refers to a 
' question of mine ; that is, as regards the case where 
an ‘ ' the gold was presented for rupees, and the Govern- 
ment had to purchase silver before it could give out 
rupees in exchange. That, of course, absorbs a 
portion of the gold handed in; but, if the rupees are 
afterwards brought forward and gold demanded, the 
silver in those rupees would he available to replace 
a portion of the gold with which that silver had 
been originally purchased ? — I was rather putting a 
question than giving an explanation. 

10.237. That would be the case, would it not P — 
That would undoubtedly be the case, unless you had 
in view that the silver would have to go out again, 
and then you would not put yourself to the trouble of 
selling it. 

10.238. (Mr. Campbell .) You state, as one objection 
to a gold standard for India, that India is a poor and 
indebted country ? — That is the statement ; and it 
seems to me that there can be no question of the 
poverty of the people as a whole, compared, at any 
rate, with the people of a country like the United 
Kingdom ; and, equally, there can be no question of 
the indebtedness of the country as a whole to other 
countries, 

10.239. But, as regards debt, India is able to dis- 
charge her foreign obligations by means of the surplus 
produce exported ? — That would be so. 

1 0.240. And besides doing so, she is able to com- 
mand a large amount every year of the precious 
metals ? — That is also quite true. 

10.241. For the last 11 years the average import 
into India of gold has been 12 erores ? — I should thank 
you not to speak to me in erores, because I do not 
quite follow it. 

10, 242.. Ex. 12,000,000? — There is no doubt that 
India for many years has been what has been called 
a sink of the precious metals, and quite as much in 
the past few years as in any previous time. 

10.243. Then, in view of this large command of the 
precious metals over and above paying her indebted- 
ness, can you say that India is a country that can he 
justly described as poor? — I think so. If you look 
at the general condition of the inhabitants of India, 
who are hardly able to bear any taxation whatever, I 
think you must describe them as a poor people, taking 
them all round. 

10.244. I am not speaking of individuals, but of 
the country as a whole. Would you not say that a 
country which can pay its way and command such an 
immense amount of the precious metals is a country 
of large resources ? — I have no doubt there are large 
resources in India, and that, if you come to the ques- 
tion of the distribution of wealth, you may find very 
considerable classes in India who are well off. The 
result of that would be that there are two Indias. 
But, as to the fact of poverty generally, that is surely 
a thing about which there can be no sort of doubt ; 
and surely the fact that India owes very large sums to 
foreign countries is also quite clear. Hitherto India 
has paid its obligations, not altogether without bor- 
rowing. There has been a certain amount of borrowing 
for a good niany years, but that does not alter the fact 
that it has had to pay debts. 

10.245. Has the borrowing been so much for the 

purpose of escaping the payment of debt as for the 
purpose of productive public works ? — Whatever the 
origin of the borrowing may be, it facilitates tbs 
operations of India altogether. It is a kind of 
resource to the people in India while the borrowing 
lasts. & 

10.246. But it is naturally a very different thing to 
borrow in order to. escape payment of your debt, and 
to borrow for the piitposeof investing in a remunerative 
undertaking ? — But the immediate effect is, to a certain 
extent, the same. 

10.247. When the mints were open tcx silver, India 
paired through her trade balance the silver necessary 
to maintain her currency ?— No' doubt India acquired 


a large amount of silver. I do not think very much 
was required to maintain the active currency. 

10.248. Is there any reason why she should not, 
in the same way, be able to command the necessary 
gold, if gold were to be her currency iri future ? — 
I think there would be much greater difficulty in 
commanding the gold, because gold is so much sought 
after in comparison with silver by other countries. 

10.249. If a gold standard and currency could be 
established on a sound basis, would it not have the 
advantage of giving stability of exchange with those 
gold standard countries with which the great bulk of 
India’s foreign trade is conducted ? — There is no 
doubt that, if you could establish a gold standard in a 
proper way, India would come to be in much the 
same position, as far as the foreign trade is con- 
cerned, as is Australasia, and I do think that that 
would be advantageous to a certain extent. The 
whole question is one of a balance of advantages and 
disadvantages. 

10.250. Then, as regards the Government’s position, 
the Government would also, under a gold currency, be 
freed from the uncertainty now attending every 
Budget, as to whether the fluctuations of exchange 
might not upset its estimates and convert a surplus 
into a deficit ?— I think the Government might 
manage, in the way I explained in the second 
memorandum which was before the Committee, to 
deal with these fluctuations. 

J 0,251. (Sir j F. Mowatt.) Fluctuations of exchange 
or fluctuations of expenditure ? — Fluctuations of ex- 
change owiDg to its having a gold debt. 

10.252. (Mr. Campbell.) These fluctuations of 
exchange depend on trade, not on the action of the 
Government, do they not ? — But suppose the Indian 
Government had all its obligations expressed in silver, 
the question of exchange would not affect it. India 
is subject to the same difficulty in exchange as is 
every country which has a gold debt and has not got 
the same money as the money in which the debt is 
payable ; but that is a difficulty which is not to be 
spoken of as altogether incalculable, because it is a 
kind of difficulty which many countries have had to 
deal with from time immemorial, and which many 
countries have to deal with as well as India at the 
present moment. It was a difficulty of Russia, for 
instance, for many years ; it was a difficulty of Austria- 
Hungary. It is a difficulty now with Mexico ; it is 
a difficulty with South American countries ; but all of 
those countries may get on very well and be prosperous, 
although they have that difficulty of exchange, and 
there is no insuperable obstacle in them to a government 
having good finance. 

10.253. But might not good finance be more difficult 
on that account ? — Then it is a question of degree. 
It may be desirable to have a fixed exchange, but it is 
a question of degree whether that is a sufficient reason 
for altering the money. 

10.254. You would say, would you not, that those 
are difficulties which ought to be considered in 
deliberating whether India should have a gold 
standard or not ? — Yes, and my own opinion is that 
any difficulties that arise from exchange are not big 
enough to justify a government in altering the money 
of a country, providing the money is quite satisfac- 
tory in other ways, as I think silver was in India 
before 1892. 

10.255. With a gold standard and a gold currency, 
India could settle her foreign obligations (if produce 
were not available) by a shipment of gold, in the 
same way as the foreign obligations between this 
country and America, for instance, are settled? — It 
could always be done even now. Without a gold 
standard in India itself, it could always settle its gold 
obligations by taking part of that gold which is in 
India, though it may be difficult to get at it. 

10.256. India might not part with it except at a 
prohibitive price? — I mean, there is no difficulty in 
settling your gold obligations if you have your 
resources iu some form or other, and India, if it has 
got the resources, may purchase gold in some way, if 
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it was not willing to part with any of the gold in its 
possession. II; India had a gold currency, and were 
to ship gold in payment of its gold debt, then, of 
course, that would give rise to the very difficulty 
which I have pointed out in my evidence, that the 
gold standard itself might be endangered if the gold 
were taken out of the currency. 

10,257. If too much were required ? — If it were 
taken out of the currency. 

10,25S. But with a silver standard there are two 
alternatives before the Government as regards settling 
foreign obligations, either to submit to the drop in 
exchange necessary to command the required exports, 
or there is the temptation to meet it by borrowing ? — 
Would not that difficulty always arise, as far as bor- 
rowing is concerned, that that is an easy way of 
paying your debts? But I tliiuk, on the whole, that, 
as you must submit to some loss on your produce in 
selling it to meet your gold debt, it is more advan- 
tageous to a country like India to meet it by a fall in 
the value of its own money, with reference to foreign 
money, than by an open fall of prices which would 
otherwise have to be submitted to. 

10.259. Then, in addition to the considerations we 
were just alluding to, there are the financial difficulties, 
which have already been discussed with you at some 
length, which also require to he taken into considera- 
tion in deliberating on the question of a gold or silver 
curreucy ? — As I have understood the matter all 
along, these financial difficulties were the chief 
reasons for the Indian Government proposing to alter 
the money; it was mainly the difficulties of the 
Government. 

10.260. You think that was what influenced the 
Government more than the other considerations which 
I have alluded to just now? — Of course, this Com- 
mittee will have its own opinion on these matters, but 
that is the impression that has been conveyed to me 
in all the discussions — that the difficulty of the Indian 
Government in adjusting its Budget was the serious 
matter. 

10.261. (Sir. F. Mo watt.) Did you say a serious 
matter, or the serious matter ? — The serious matter. 

10.262. (Mr. Campbell.) Assuming that a gold 
standard and currency for India should be resolved 
upon, you have seen the various recommendations as 
to the best may of introducing it — the Government 
scheme, and the Lindsay scheme, and others? — I have 
given some attention to the different schemes, but, for 
the reasons I stated before, perhaps not so much as most 
members of the Committee will have done, because I 
obieet so much to most of them on the ground of 
general principle. 

10.263. One of the first questions would naturally 
be, would it not, as to how the gold is to be acquired ? 

.That seems to be the chief question in the matter 

altogether — that you ought to have a sufficient stock 
of gold before you begin ; that is the general idea. 

10.264. You are, of course, aware that India has a 
very large stock of gold in the country already ? — 
There is no doubt of that. 

10.265. And that, so far, practically none of that 
gold has been tendered to the Government under the 
present regulation ?- — Very little has been tendered. 

10.266. Do von think there would be any 
probability of that gold being tendered if a more 
favourable ratio than 15 rupees to the sovereign were 
adopted by Government, if, say, 16 or 17 rupees* instead 
of 15 were offered ?— I do not like to speak of 
matters which are more properly within the province 
of people acquainted with India, but I. should think, 
according to one’s experience ,of human nature, that, 
if it was° possible to exchange gold for rupees at a 
fixed ratio at which it would be of advantage, probably 
some gold would be tendered ; but what are the exact 
motives of the people of India in hoarding, and how 
these would operate, I cannot profess to say as well as 
people acquainted with India would be able to say. 

10 .267. I suppose you know that a good deal of 
<mkl \as been shipped out to India recently, within 
the last 18 months, and sold at somewhere about 


15 rupees to the sovereign? — I am aware that a 
good deal has gone out. 

10.268. If a higher price, say, 16 or 17 rupees were 
offered, might not some of that gold be attracted in 
order to secure a profit? If they coukl sell at 16 
or 17 rupees ihe gold which they bought at about 
15 rupees, would not; that be a temptation to send 
it into the mints or into the Currency Department? — 
All one can say is that no great amount has as yet 
been sent into the Currency Department, but I think 
that some would certainly go, if not from India, at 
any rate from this side, if there was an advantage 
from the exchange. 

10.269. In 1894-5, gold was shipped from India 
to England on balance to the extent of Rx. 4,974,000 ? 
— I would hardly have thought as much as that came 
back, but I know at different times certain amounts 
have come back from India. 

10.270. And that was not underpressure of famine, 
there, was no famine during that year, it was simply 
that the fall of exchange raised the price of gold to 
a point which induced the natives to sell. I mention 
that iu order to put it to you whether there is not 
a point at which India would selL gold as well as 
buy it — would send gold into the mint as welL as 
hoard it? — That is a point as to which I think 
Mr. Campbell would give better evidence than I could, 
as to what would happen in India. I merely speak 
as to what would be likely to happen, according to 
the general experience of human nature ; to what 
extent, I would not like to say without knowing the 
citcumstances of India. 

10.271. You have seen in the Government proposals, 
and in some of the other schemes that have come before 
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us, recommendations that gold should be obtained 
by borrowing? — If the Indian Government has not 
a surplus itself and desires to put the transactions 
straight through and quickly, I do not see any other 
course open but to borrow, that is to say, if the thing 
is to be done quickly and thoroughly. 

10.272. But would you consider it any advantage 
to do it quickly and thoroughly, at the expense of 
adding largely to the debt-, rather than to do it 
slowly and quietly by ordinary trade influences ? — I 
think the difficulty in the matter would be that the 
Indian Government would have to keep the reserve 
of gold by which the value of the rupee afc^ 

or whatever other rate was fixed, was to be maintained. 

And a s' far as the Indian Government is concerned, I 
do not see how they could get hold of that reserve 
except by having a surplus in their Budget or by 
borrowing. As to what might be in other people’s 
hands, it seems to me so doubtful whether you would 
have so large an amount of gold circulating at any 
time that that is not material. The main question is 
how the Indian Government is to get the gold, 

10.273. ( Chairman .) Do you think it Letter that 
the Indian Government should get the gold slowly by 
ordinary operations of trade, or get it at once by 
borrowing ; just say "yes ” or ‘ c no ” to that question, 
please? — I do not think the Indian Government can 
get it by ordinary operations. It must have a surplus, 
or it must borrow. 

10,274-5. But, for the sake of the question, assuming 
that it is possible to do it iu the two ways Mr. Camp- 
bell mentions, which do you think the better way ? 

(Mr. Campbell.) I may say just one thing. When 
I speak of the Indian ’ Government, I mean the 
Currency Department. 

(Chairman.) Assuming it to be possible, which ,.j 

do you think the better of the two operations that 
Mr. Campbell put? Would you say that it is 1 
desirable to pay the extra cost of borrowing in order 
to do the thing at once ? — I should think not ; but I 
should like to qualify that by saying that, to bring | 

about a great change like this, the preparation of the >.j 

gold reserve ought to have been taken in hand at the 

very beginning. ... 

10,276. (Mr. Campbell.) Then, in connexion with 
the question of acquiring gold, would not the ratio J 

established, or attempted to be established, be a very $ 
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K.C.JB. valued in relation to the rupee ? If the ratio, for 

instance, undervalues gold, would not that he a 

10 Jan. 1899. difficulty in the way of getting gold, or, if you did 
get it, in the way of keeping the gold ? — I am not 
quite clear whether you refer to the difficulty of 
getting gold out to India itself, or to the difficulty in 
the way of the Government getting it. 

10,277. I allude to the difficulty in getting gold 
into the Currency Department. For instance, if 
the Currency Department offered 15 rupees to the 
sovereign, is it as likely to get sovereigns as if it offers 
IG rupees? And, if it has got the gold, is it as likely 
to keep it, if it offers to give a sovereign away for 
15 rupees, as it would be if it demands 16 or 17 rupees P 
— I think, putting it in that way, there is no doubt 
that the more rupees you give for the sovereign, the 
more likely you are to get the sovereigns. 

10,278- Therefore, the ratio is a very important 
question ? — In enabling the Indian Government to 
get it in that way. 

10,279. Now, you allude to Italy as a country which 
attempted a gold standard some time ago, and was 
not able to keep it. She attempted to establish a 
gold standard by means of borrowing, did she not ? — 
Italy borrowed, I think, about 16 millions, to the best 
of my recollection. 

10.2S0. But has she ever been able to declare 
convertibility ? — I think they attempted to declare 
convertibility at tbe time, and the premium on gold 
was very small at one time, but that was a good while 
ago. The exchange, I think, is now between 26 and 
27. It is not a very heavy discount, but quite 
sufficient to make you say that they have not got the 
gold standard. 

10.281. In fact, is it not the case that, given con- 
vertibility, it would now pay about five or six per 
cent, to send gold away? — About five or six per cent. 

10.282. That is an example of an attempt to 
establish a gold standard with borrowed money. 
Now, the ratio between gold and the rupee is only 
another expression for the sterling rate of exchange, 
is it not ? — A different form of the same thing. 

10.283. Fifteen rupees to the sovereign, for instance, 
is Is. 4 d. per rupee? — Yes. 

10.284. Do you believe that the rate of exchange, 
by its effect on rupee prices, has an influence on 
trade ? — The rate of exchange, like everything else, 
has a certain amount of influence on trade; what the 
jirecise amount and nature of it is, and how it operates, 

I should think some of the gentlemen around me 
could speak upon better than I can. 

10.285. A high rate of exchange would act pre- 
judicially on prices in India — -would send prices of 
exportable products down ? — Of course, all these 
phrases are relative to what has gone immediately 
before. Any rate of exchange might come to he the 
normal rate, and then you could only speak of high 
or low in reference to that normal rate. 

10.286. But a change from a low rate to a high 
rate would act prejudicially on prices ; it would 
lower prices ? — That is to say, if the money of a 
country like India became of more value, that would 
operate unfavourably upon prices in India — if it 
became more valuable with reference to gold. I 
think, instead of speaking of high and low rates of 
exchange in these matters, it would be almost more 
convenient to speak of depreciation or appreciation of 
the money of the country. One would follow it more 
closely, because sometimes rates of exchange between 

• this country and others, as Mr. Campbell knows well, 
are quoted in the money of the foreign country and 
sometimes in the money of this country ; so the high 
becomes low and the low becomes high, and it is very 
difficult to follow. 

10.287. I will putin this way, that the appreciation 
of the rupee in relation to gold would have an adverse 
effect on Indian prices ? — That is so. 

10.288. And it might check production ? — -For the 
time. 


10.289. And, if production were checked, exports 
would tend to diminish ? — How far that would operate 
is really the difficulty which I have in these matters. 
The adjustments might take place very quickly, but 
the immediate effect would undoubtedly be what 
you have described. 

10.290. And what bearing would this appreciation 
of the rupee have on India’s competition with 
silver standard countries? — For the time, I think, 
there is no doubt it would be adverse, as I think it 
has been adverse to some extent during tbe last two 
or three years ; but I am speaking for the time now ; 
I am not speaking of what the permanent effect 
might he. 

10.291. Now, assuming that a workable ratio 
between the rupee aiul gold were adopted, and that 
gold was coming into India in consequence, the 
question of convertibility would arise, would it not ? 
— In what form ? The question is hardly specific 
enough for me to give an answer to it until 1 see 
what you are coming to. 

10.292. Assuming that, at 15 rupees to the sovereign, 
sovereigns have come into the Currency Department 
on balance, and that the Currency Department has 
accumulated a fair amount of sovereigns, the question 
would arise whether the Government could safely 
undertake to give a sovereign for 15 rupees as well as 
15 rupees for a sovereign ? — That is the object at 
which you wish to arrive by a gold standard. 

10.293. And tlie question would arise as soon as 
you had a sufficient stock of gold to enable you to 
undertake it ?— That would be so. 

i 0,294. Then, if the standard were to be maintained, 
would it not be necessary to ensure convertibility at 
least to the extent necessary to prevent gold from 
rising to a premium, or in other words to prevent 
exchange from falling to below gold point? — If you 
undertake to give gold for rupees, it is impossible for 
gold to rise to a premium. If you undertake to give 
gold for rupees so long as your gold lasts, it is quite 
impossible for your gold to rise to a premium. That 
is what you mean by convertibility. 

10.295. If the standard is to be maintained, gold 
must be found for that purpose, or let out for 
that purpose ? — That is the view I have always 
taken, that that would be a real gold standard when 
you made the rupee perfectly convertible. 

10.296. I do not mean absolutely convertible ; I 
mean convertible, to begin with, to the extent neces- 
sary to prevent gold from rising to a premium ? — That 
is surely the same thing. You give out the gold for 
rupees, and, so long as you do so, you keep gold from 
rising to a premium. 

10,297-8. I am referring now rather to keeping 
the foreign exchange straight. 

(Mr. Ramiro .) You are referring to what is called 
a halting convertibility, not a perfect convertibility. 

(Mr. Campbell .) Convertibility sufficient to enable 
the exchange to be kept at whatever figure it 
is fixed ac ? — Convertibility is convertibility as far 
as it goes, but, when you come to consider how 
far you can manipulate the thing or “ correct the 
exchange,” and tilings of that kind, I am against any 
Government undertaking to do that, on principle. To 
say that yon will make money convertible, by means 
of exchange operations, and will take sufficient means 
to make it convertible, is, I think, hardly a matter 
lor the Government, On the whole, the Government 
had better keep out of any business of that kind, and 
work their money automatically. That is a question 
of general principle. Of course, if the Indian Govern- 
ment finally decide on attempting to manage exchange, 
and tilings of that kind, all these questions would be 
applicable ; but they are not questions which I am 
very much prepared to go into. 

10.299, (Chairman.) You are opposed to their 
attempting it ? — I am opposed to their attempting it. 

10.300. Your opinion is that, if there is to be a gold 
standard, it must be a gold standard accompanied 

with absolute convertibility of the silver coinage ? 

Just so. 



MINUTES OF EVIDENCE, 


97 


10.301. (Mr. Campbell .) Suppose that exchange 
threatened to fall below the goM point, and the 
Government wore unable to sell its Council bills at 
the gold point, would it be any interference with the 
automatic working of the currency for the Govern- 
ment to ship home gold in payment of its obligations ? 
— If the Government were to undertake convertibility, 
the difficulty would hardly arise if they had sufficient, 
means to maintain it, and I do not think the Govern- 
ment would do much good by going into operations 
outside the ordinary operations of Government, and 
acting as merchants. Of course, the questions which 
yon have put indicate the kind of operations into 
which man}'- governments have entered that have 
had obligations to pay in London, and whose money 
has depreciated, when they have found difficulty in 
maintaining convertibility ; but I think experience has 
shown that governments would do wisely to look to 
convertibility and let other things take care of 
themselves. 

10.302. You expressed an opinion at Question 10,107 
that, if a gold standard and gold currency were intro- 
duced, the amount of gold required for circulation in 
the country would be very small ? — I think I said 
that I should have liked more indications of opinion 
from official sources in India as to what they thought 
the amount bf gold circulating in India would he, as 
(Compared with silver ; but I said that the best opinion 
I could form was, comparing the community of India 
with the community of England, that the amount 
circulating would not be very large. 

10.303. In the previous question, 10,106, you said 
about 3,000,000/. ?— That was the sort of general 
notion* that I formed. 1 do not put it forward as 
being a very good figure; I put it forward in the 
absence of any figure from the authorities of India 
upon the same subject, to which I should rather like 
to defer if they gave sufficient reasons. 

10,301. If that were the case, apart from hoarded 
rupees, which might or might not be presented for 
gold, would this necessitate any large stock for the 
purposes of convertibility?-*! think you would 
require a certain stock in order to give confidence ; 
but I think I said, in answer to the Chairman, that 
probably 15 or 20 millions at the outside would suffice 
in my view. That is my opinion, looking at what one 
believes to be the amount of gold likely to circulate in 
India— that, if you had not that difficulty about 
hoarded rupees, such a sum as that, held in reserve, 
would be .'sufficient to enable the Indian Govern- 
ment to cope with convertibility. That is always, 
of course, subject to the difficulty about hoarded 
rupees. 

10.305. With reference to the question of hoarded 
rupees, you are aware that for some months exchange 
has been steady at about Is. 4 d. ? — I should say for 
nearly 18 months now. 

10.306. That means that gold is obtainable at close 
on 15 rupees to the sovereign? — That is so. 

10.307. That is about the price of the day, 15 rupees 
to the sovereign. Now, so long as exchange does 
not rise over Is. 4 d., that is the cheapest price at which 
gold can be got, is it not ?— That is so. 

10.308. Then, if these hoards are not brought out 
now for conversion into gold at the cheapest possible 
price, would not that seem to indicate that the 
danger arising from these hoards being presented 
■would he very small ? — That is a conclusion, of course, 
upon which the Indian Government would have to 
form a practical opinion, but I should say from 
practical experience that you should not be too hasty 
in coming to a conclusion that something which it is 
quite obviously to the interests of many people to do 
would not, in fact, be done at some time or other, just 
because at a given moment the operation that you 
expect has not taken place. . I have frequently been 
struck in past times by noticing that certain tnings 
that one expected d priori , and according to reason, 
did not u come off 55 as it were, but that often, after 
you have been disappointed and have given up the 
expectation, you would find that your d priori 

i Y 3514. 


reasoning was right after all. There is always that Sir R. Giffen, 
difficulty, I think, about hoarded rupees, that at any K.C.B. 
moment it might occur to the people in possession of . “ ‘ 

the rupees that they might go and get gold for <in * * 

them. Even if you find that for a certain time they 
are not acting as you think they are likely to act, you 
must always go, to a certain extent, by general 
principles in these matters, and not bn too sure. 

10,309. But if the danger arises from these hoarded 
rupees being presented, would it be wrong in the 
Government to guard itself against that (lunger by 
making convertibility optional, as in France? — That 
is to say, by the Government assuming to convert 
or not, as they pleased. 

* 10,310. That is to say, if they thought that the 

danger arose from an improper operation of this kind ? 

— Of course, in France you would have great mischief 
arising even now, but for the Government doing all 
that is necessary ; but I suppose you will admit 
that even France, rich country as it is, does not 
gain by that system, and that it would he much wiser 
to accept convertibility absolutely. 

10.311. You refer at Question 10,116 to the pro- 
duction of, and demands for, gold, and you admitted 
that the production had increased very greatly ? — 

There is no doubt of that. 

10.312. And I think you also indicated that the 
demand for gold has also greatly increased ? — It would 
be likely to increase, but, of course, the demands for 
gold in the last three or four years have been much 
greater than anything known before. 

10.313. But some of those demands have been 
rather abnormal, have they not, on the part of some 
of the European Governments ? — That is quite true, 
but I should add the qualification that, at any time 
that I can remember, you have always had abnormal 
demauds for gold ; the market is always more or les 3 
in an abnormal condition. 

10.314. You think that, if India were to go on to a 
gold standard, the demand for gold on account of 
India might inconvenience the market for gold ? — I 
think, like other demands, it would have this effect, 
pro tanto. I was looking forward very much to the 
case of India going upon a gold standard absolutely, 
and taking all the risk of those hoarded rupees. In that 
case, suppose you took to a gold standard, and pro- 
vided a very large reserve, that would probably cause 
difficulty in the money market ; hut I have seen very 

small demands indeed create very much disturbance. ■§ 

At the present moment I have in my mind the demands | 

of Egypt, to the extent of 2 or 3 millions, producing a 
distinct effect on the money market. 

10.315. But the effect produced by India would be 
much less, if she acquired the gold gradually, than if 
she acquired it at once by raising a loan? — I am 
speaking of India having fully established a gold basis. 

Then you would have operations from season to 
season going on, and, at a given time, India would bo 
one of the countries which might produce in certain 
circumstances a great effect on Lombard Street. In 
fact, that is one of the difficulties you have to face in 
Lombard Street with every addition that you make to 
the number of countries with a gold standard working 
automatically. 

10.316. But looking to the growing increase in the 
supply of gold, would you attach so much importance 
to a demand for two or three millions annually on 
the part of India ? — You must not leave out points of 
that kind altogether, and I should like to remind 
you of what happened in the years 1863 to 
1865 in the money market, at the time when gold was 
depreciated, and was considered to be very abundant 
indeed. That was a time when you had very high 
rates of discount in consequence of demands which 
had sprung up everywhere — India and France were 
both countries taking large amounts of gold— and that 
seemed to show that, if you have gold very abundant, 
it sets in motion business of different kinds, 
prices and wages rise, and a great many changes 
happen, and the people concerned have to fight for 
their share of gold as much as ever they did. 

H 
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INDIAN CUKUENCr CUMMITTKE : 


Sir It. Giffeti) 10,317. {Mr. Lc Marchant.) Do you think that, 
K.C.B. of the conditions bearing on the maintenance of a 
10 JanM899 rat *° 5 more important is the factor of convertibility 

n ‘ ' or the particular iigare which may have been 

selected ?— I think the rate, being fixed, ought 
to be lived with reference to considerations as 
to what tins money had been. If you are changing 
from one standard to another, you ought to change, at 
some rate very close to the market rate at the time, 
not necessarily the exact market rate, but having 
regard to the general condition in which the market 
had been for some time before* If that is selected, 
that is a fair rate at which to change from one 
standard to another, provided the change is justified 
on other grounds. 

10.318. In fact it would bear a close relation to the 
prevailing level of prices in India. One may take 
it that for any given period there is a relation between 
the level of prices and the prevailing rate of exchange ? 
— I think these are the sort of questions which 
should guide you in making a change of that kind. 

10.319. And if a rate much higher or much 
lower than tlm prevailing rate were taken, it would 
lead, just so far as it was efficient, to an alteration in 
the level of prices, that is to say, prices would, 
adjust themselves to the rate, if it were rendered 
efficient ? — That would be another reason Avhy you 
should stick to something very near the market rate, 
so as to avoid any disturbance of any kind ; but 
perhaps you ought rather to make it lower than 
higher, that might be one of the reasons for taking a 
low figure rather than a high one. These are all 
matters of consideration at the moment of making a 
change. 

10.320. You were alluding to some difficulties as 
likely to arise from the volume of rupee currency being 
large — large in proportion to any probable margin of 
gold ? — I think that is the effect of the evidence you have 
had as to the amount of active rupee currency in 
India, and as to the guess that I thought I was able 
to make as to how far gold would really come into 
currency ; but, I think, in any case there can be very 
little question that the silver currency in India must 
he always larger than her gold currency. 

10.321. Then do you think there would he some 
risk of rupee prices moving in a direction divergent 
from gold prices ?— I did not mention it from that 
point of view, because, if the rupees are convertible, 
then there would be gold prices. 

10.322. Perhaps in speaking of it you were 
assuming that the rupee would not be convertible — 
that the rupee and gold would move independently? 
— If the rupee is not convertible, then, of course, there 
is all the effect of having two moneys — really the gold 
and silver would be independent. 

10.323. Do you regard silver as having been in the 
past an automatic currency for India ? — I think so. 

10.324. Automatic in respect of both flowing in 
and flowing out ? — It seems to me that silver was a 

« very good currency -indeed for India. 

10.325. (Chairman.) The question put to you is, 
do you regard it as having been an automatic currency 
or not. ? — I do. I consider no currency as good that 
is not automatic. 

10.326. (Mr. Lc. Marchant *) With regard to flow- 
ing in, it plainly flowed in with great freedom, but 
would not one of the conditions associated with the 
word “ automatic in currency be a freedom in flowing 
oat ? — I do not follow that part of the question, be- 
cause il automatic ” is with reference to the operation 
of the mint. If you can take bullion to the mint and 
get it coined, that is an automatic currency, and I do 
not know of any other meaning of the word. 

10.327. In the case ' of countries which have the 
same precious metal as a basis of value, there is a free 
flow of the currency metal from one to the other ; for 
instance, between China and India, when the mints 
were open, and equally bet ween gold-mining countries ? 

— But that is a little away from the ordinary meaning 
of -^automatic. 55 <c Automatic ” is merely a question 
of the bullion being deposited at the mint and people 


taking coins away with them. That is an automatic 
currency. 

10,328. Do you tbink such a free flow of currency 
metal as exists between any countries that are on a 
real par of exchange is advantageous ? — There is no 
doubt that it is advantageous to have a free flow of 
standard metal between different countries ; I do not 
know that it is absolutely indispensable to a country 
having a particular standard, because this country had 
to maintain a standard for a long time, without having 
auy other countries associated with it, but no doubt it 
would be an advantage to any individual country that 
other countries arc also on the same standard, but it 
would also have disadvantages. 

^ 10,329. Now, with regard to India, with mints open 

to silver. There would be a considerable difficulty in 
silver flowing out to England in any large volume, 
would there not? There would be no fixed par value 
for such a metal to flow out ? — That is no doubt the 
case — that there would not he the same outlet for 
silver into the currencies of other countries, as there 
would be for gold. . There would be, of course, 
still the outlet iu the shape of the employment of 
silver for hoarding and in other ways; but you would 
not have the outlet that it would go into so many 
currencies as gold would go into. I think you would 
have some outlet, because yon have a very large silver 
field in the East, and in the course of time, l should 
think, you might have other countries taking to a 
silver standard ; but that is the present condition of 
things. 

10.330. (Chairman.) The outlet to the other country 
■would really be for the purchase of gold in the same 
way as you would purchase any other commodity ? — - 
Except at times, when there is a disturbance in con- 
sequence of the state of the money market* 

10.331. That would be the ruling principle r— Yes, 
but I' think Mr. Le Marchant- had in his mind gold 
going to a country like the United States, for instance. 

I think, as the point has come up, it might be of interest 
to mention that I have known considerable amounts of 
gold go to the United States for the purchase of com- 
modities when the United States had inconvertible 
paper — very considerable amounts of gold — and affect- 
ing the money market. 

10.332. (Mr. Le Marchant .) In cases where 
countries have lost their gold standard, has not the 
outflow of gold been promoted in many instances by 
the existence of paper, or other inferior forms of 
currency, which have expelled the better currency ? — 
That has been the great danger with many countries 
in attempting to maintain a standard and not being 
careful how to do it. 

10.333. Just so far as that condition may not be 
existing in India, India would have better means of 
retaining its gold? — If a country manages its currency 
properly, of course it is more aide to maintain con- 
vertibility than a country which does not. The 
difficulty is that you do not manage your finances 
quite so prudently when there is any pressure from 
any cause. That is one of the dangers to good 
fi nance. 

10.334. Iu fact, the possibility of retaining gold 
would depend partly on currency causes and partly 
on the general management of the finances of the 
country ?— I think so. 

1 0.335. (Mr. Hamhro.) You have stuck so staunchly 
to first principles that I have very little to ask you. 
But there is one question in regard to which I do not 
think I quite followed you. If you take the price of 
India stock now (two-and-a- half’s are about 90) that 
would rather indicate that, qua credit, India stood in 
the highest credit after England, of any country ? 

— That is so. I think India financially stands very 
high in the list of nations ; in fact I would reckon 
India almost third or fourth. In point of fact the 
management lias been so good so far as surpluses and 
deficits are concerned. 

10,330. Then in the estimate of the public, at all 
events, India is a rich and solvent country ? — That 
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is partly, of course, owing to its connexion with 
England. 

10.337. Still, the estimate is, as shown by the prices 
of stock, that India is a rich and solvent country ? — 
The estimate is that, it is a solvent country. As to 
whether you can call it a rich country, that involves 
other questions. 

10.338. But no other countries can borrow so 
cheaply as India except England ? — I think we may 
jsay that a good many men in the City who are not 
rich can borrow on more advantageous terms than 
people who are rich, because it. is known that they 
ore more likely to pay. 

10.339. All the countries that you have given as 
having tried gold and having failed have been countries 
of second and third class credit — the Argentine, Pern, 
Italy, and so on ? — Some of these countries were at 
one time in very good credit. 

10.340. If the credit of a country is so great, 
whether from good management or from anything 
else, that she can borrow very cheaply, and if, as a 
matter of fact, she has to import the precious metals 
every year to balance trade, would not that country 
be in a better position than most countries, at all 
events, to maintain a gold standard ? — Yes, I should 
agree that India is in rather a better position than 
some other countries I have named. 

10.341. And if she really went on to what you and 
I understand to be a pure convertibility, suppose the 
balance of trade remains as it has done in the past, 
the probability is, leaving apart those hoards, that she 
would be able to maintain a gold standard ? — She 
would he able to maintain it, but possibly, at times, 
subject to very severe pressure. 

10.342. Any country on a gold standard, or any 
standard, has to suffer that ? — I think, perhaps, India 
would have to stand more pressure if a gold standard 
were adopted than if a silver standard were maintained. 

10.343. Still, you think she is in a position to 
command any currency of a pure nature that she 
desires ?-~ She is in a relatively hotter position than 
some of those countries which I have named. 

10.344. Would you go so far as to say that, leaving 
apart the question of hoards, you think she could 
command any standard which she wished ? — The 
hoards are the real difficulty. 

10,315. Apart from the hoards, you think she 
could command any standard which she chose P — I 
think it might he possible for India to have a gold 
standard, and that the thing could be clone with 
careful and prudent management, but that the Indian 
Government would have to face the difficulties of the 
money market at times, which all countries in a 
certain position have to face, with reference to 
maintaining a gold standard, and that that is not an 
easy matter. 

10.346. Do you think that those difficulties would 
be at all lightened if some automatic machinery were 
provided like the Act of 1844 — if a buuk were started 
in India like tho Bank of England ? — I think it is a 
very good arrangement in all countries that the 
Government should have a bank in which to deposit 
its money and upon which to write its cheques, but 
how far the circumstances of India would enable such 
a bank to be established in a proper way I am not 
able to say. I am old enough to recollect that you had 
trouble in India in the sixties with the Government 
having some share in the management of the Bank of 
Bombay, which did not answer altogether very well ; 
hut that would not apply to a bank like the Bank of 
England. 

10.347. I was not asking you as a business matter, 

I was asking you as an economist, whether it was 
not a good plan to separate the management of the 
currency from the Government ? — I think it is a good 
plan. As a rule you ought to have a bank doing 
business for the Government as well as other people. 

10.348. And looking after the currency? — Not so 
much looking after the currency as doing banking 
business. 


10,3 19. I mean, automatically looking after it ? — Sir B. Giffen , 
Wlmt I mean is that you ought to have a mint and K.C.tf. 
that the currency issues ought to belong to the T 
bank and not to the Government. That is the general 1 0 Jail » 18 99 ‘ 
view that I have in these matters. 

10.350. (*SyV C. Crosthwaite.) Speaking of 
raising revenue, and what you thought was the 
backwardness of the Government in dealing with it, 
you laid stress on the railway revenue and you 
thought that it might be increased by raising 
fares and freights. Do you understand that & largo 
proportion of the railways are not in the hands 
of the Government ? I think roughly about three- 
fourths of them are either owned or worked by 
companies to whom they have been leased ? — The 
figure I was looking at was the gross income appearing 
in the accounts of the Indian Government. I could 
not go into the question of how the railways are 
managed. 

10.351. But you understand that, if the rates were 
raised, a good deal of the money would go into the 
hands of the shareholders and not into the Treasury ? 

— I assume that a great deal would have to he 
considered — that there would be outlays on the other 
side. 

10.352. The railways in India, just like the rail ?yiys 
here, are owned by companies to a great extent, and, if 
snore money was obtained by raising the rates and 
fares, that money would go to increase the dividends 
of the shareholders in England ? — That would he so, 
so far as the shareholders are interested, hut I think 
it is quite possible that I may have misunderstood the 
degree of effect of that item in the accounts of the 
Government. I assumed that, if you put down so 
much income as coming from railways in the accounts 
of the Indian Government, that applies not to railways 
which belong to shareholders, at least not to the whole 
amount, but it applies to the share which the Govern- 
ment receives. 

10.353. If you found that a great deal of the money 
so raised would go into the hands of the shareholders, 
and not into the Treasury, you would take a different 
view of the case ? — Pro tanto, that would affect my 
view, certainly.* 

10,351. Now, as to import duties. Yon perhaps 
know that the rate of import duty used to be 10 per 
cent. ?*— . All over ? 

10,355. Yes, I think so, after the Mutiny, and it 
was subsequently lowered to 74 per cent., the reason, 

I think, being that it was found to interfere with 
trade ? — I cannot go into the history quite so far back 
as that, but what I was speaking about was a com- 
parison of the Indian tariff with the tariffs of other 
countries. 

10,350. Tlie countries that you compared, are they 
not highly protective in policy P — They are spoken of 
as protective in policy, but I do not think that applies 
to the tariffs, because, as a matter of fact, the tariffs have 
not the effect of protection, because you have not got 
the industries to protect. 

10.357. (Sir A . Pent.) You said that silver, in 
your opinion, was a good currency for India. If it is 
a good currency, say, at 60d. an ounce, would it be 
an equally good currency, in your opinion, at the 
present price, say, 27 d. an ounce? — I think it would 
be a very good currency at the present price. 

10.358. And, if it dropped to20<A or L5tf., it would 
still be a good currency ? — I took an extreme case in 
the second of those memorandums that I wrote in 
1879; I looked forward to the possibility of a fall to 
Or/, as one of the things that you ought to consider ; 

* Note added by tidiness I ought to add that, if rates are 
raised in consequence of a real depreciation of the rupee, the 
question of raising the rates would still be a proper one, 
whether the shareholder or the Indian Government got the 
benefit. The object in that ease would be, not to make ^ any 
heavier charge on those using the railways than what existed 
before, but to make the same real charge ; and this would be 
quite reasonable, whether it is done for the Government or the 
shareholder. I understood the questions as bearing on the 
extent of the benefit the Government might receive from 
altering the railway rates. 
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, but there is no reason why money may not be very 
good, in spite of change of that kind ‘with reference 
to other money. 

10.359. Even though the price fell to Gel., it would 
still be a good currency for India ? — -Even if the price 
fell to 6(1., or to put it the other way, even if gold 
rose to double the present ratio to silver. 

10.360. (Sir D . Barbour .) You are familiar with 
the phrase “ balance of indebtedness 55 between two 
countries ?■ — I am familiar with the phrase. 

10.361. Do you think the fact that gold is imported 
from one country into another is always a sign that 
the balance of indebtedness is in favour of the country 
into which the gold is imported ? — It is commonly 
spoken of, and, of course, that was with reference to 
countries more like England which were in people’s 
minds ; but I should say that the movements of both 
gold and silver, apart from currency, are to be treated 
just as the movements of any other commodities, and 
not to be treated specially in any way. 

10.362. For example, if there were a number of 
men in a country who were in the habit of using gold 
for ornaments, gold would be imported into that 
country to supply the demand whether there was a 
balance of indebtedness or no ? — Just so : the balance 
would not affect the question. 

10.363. It is the movement of the currency of one 
country from that country into the currency of 
another that is an indication of the balance of in- 
debtedness, and not the movement of gold and silver 
from one country to another as merchandise ? — Even 
then one must be careful. The movement of the 
precious metals does not always show a balance of 
indebtedness, because, it may arise from operations con- 
nected with the value of money, and may be temporary. 
It does not always show the balance of indebtedness 
and that money is being taken to pay the difference. 

10,364:, ( Chairman .) I have only one question to 
ask you with reference to something you said this 
morning, namely, that you thought that the cause of 
these proposals was mainly the financial difficulties 
of the Indian Government ? — That was the im- 
pression conveyed to my mind. 

10,365. And not as affecting trade ? — ISTot so much 
as affecting trade. 


10,366. Since you were here before, we have 
received a letter signed by a large number of manu- 
facturers. That letter will be upon our Minutes, and, 
as you have not seen it, I should like to read you two 
or three paragraphs from it, and ask your opinion 
upon them : — 

(( We, the undersigned manufacturers in the West 
of Scotland of cotton and other goods for the Indian 
markets, desire to put a brief statement before your 
Committee showing the effects of exchange fluctuations 
upon our trade. 

i£ We have some reluctance in doing so, but we 
note from the Blue Book, recently published, that 
evidence has been given, not only by export and 
import merchants dealing with India, but also by the 
tea producers there ; while the British manufacturer 
of goods for the Indian markets has not been 
represented. 

“ We desire to draw your attention to the following 
points * 

“(a.) The point brought out by Sir Francis 
Mowatt (Questions 4290-91 of the Blue Book, 
Indian Currency Committee, 1898), that it is the 
producer in India and the producer in This 
country who are properly comparable, is of much 
importance, as showing ‘that the latter is equally 
entitled with the former to a fair share of con- 
sideration. 

ic \bJ) The unlimited coining of depreciating silver 
from 1874 to 1893 for all comers, and the 
consequent fall in the basis of exchange, had a 
serious effect upon British industries, The extra 
rupees required to cover the sterling costs were 
often not to be obtained, or, if obtained, it was 
only after a prolonged delay — the result being 


that the British manufacturer had frequently to 
work without pro! it, and often at a loss. 

“ While on this point, we would call your attention 
to Question and Answer 6110 of the Blue Book, in 
which it is stated that Glasgow and Manchester 
exporters do not require to enter into any transactions, 
unless they choose. This may he the ease of the 
merchant, but the manufacturer, whose machinery is 
adapted chieily for the Indian trade, must continue 
producing, even at considerable loss, rather than face 
the complete stoppage of his mills or dye works and 
the disbanding of his trained employees. 

“ Further, when exchange is iluctuating, the Indian 
buyer, who canuot foresee the rate of exchange at 
which payment will be made, is chary of making 
sterling purchases of goods which cannot be delivered 
for many months to come. 

“ But, if he does make such a purchase, and finds, 
on coming to pay the price, that the exchange has 
gone against him, and that he has to remit more 
rupees than he contemplated when- lie placed the order, 
he frequently finds some means of repudiating* his 
purchase, with the result that the British producer 
becomes a heavy loser. 

£t If any actual proof of the effects of exchange upon 
our trade were required, we could show (1) that the 
years of a low or falling rupee were years of restricted 
output and unprofitable business; (2) that, with the 
gradual rise of the rupee since ISO 5, a decided improve- 
ment set in and that, too, in spite of war, plague, and 
fambie in India ; and (3) that, in particular, we have 
benefited by the steadiness of the rupee during the 
present year.” What have you to say to that statement ? 
— Of course you do not expect me to answer a Jong 
statement of that kind off-hand, and I do not suppose 
that you read it to me for the purpose of giving me an 
opportunity of replying to it. It hardly bears on the 
question as to the motive of the Indian Government 
in making a change which belongs to a past time. 
They had not this memorial before them. 

10.367. But they had the case of British trade 
before them ? — The impression one gets from all the 
papers is the emphasis which the Government of 
India put, not upon the trade difficulty, but upon their 
own difficulty, and I should still be inclined to say 
that that is the impression left on my mind by all the 
proceedings. 

10.368. Of course, I knew that you could not 
answer off-hand. I only wanted to put before you 
the fact, which was not before you when you were 
here last time, that there is evidence that it had affected 
trade, in case you cared to modify the view that you 
expressed ? — I think I may say at once that I am 
quite aware of a very considerable body of opinion, or 
a certain body of opinion, amongst gentlemen who 
some years ago were against the closing of the mints, 
and are rather now’ in favour of the present state of 
things. For a very good reason: business people 
always object to change, and now you have a feeling 
in favour of the present attempt to go over to a gold 
standard amongst people who were previously adverse 
to it. But 1 do not think that the statements made in 
that memorial, as far as I have been able to follow 
them, would justify one in saying that for India, the 
people in India, the silver standard was not the best. 
These are gentlemen writing from the point of view 
of their own interests as traders, and that is by no 
means conclusive of the matter. What ought to be 
looked at is the interest of the people of India, taken 
as a whole. I think there is no reason to believe that 
the appreciation of money (which is what has 
happened to some extent) is more favourable to trade 
and commerce than the opposite course of a slight 
depreciation, or even a large depreciation. 

10.369. r J he point is the unstable exchange — it is not 
a question of depreciation ? — That is a question which 
affects people trading with India, and they attach 
great importance to it undoubtedly. All I am noticing 
now is that it is by no means conclusive, and that the 
subject must be looked at in a much more general way, 
and with reference to the evidence of people like 
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Mr. Stephen Haiti and Sit* Forbes Adam and many 
others who are entitled to speak on trade matters. 

10.370. Then you personally do not consider that a 
fluctuating exchange is a disadvantage to trailer — Not 
so great a disadvantage to trade. It is a question of 
degree. 

10.371. It is not a great disadvantage as a rule ? — 
It is a question of degree. 

10.372. (Sir F. Mount ti) Perhaps I may remind 
you that this question of Sir Henry Fowler’s was 
put to von, not for the purpose of the answer that you 
gave, but to draw your attention to the fact that there 
were other considerations within the knowledge of the 


Indian Government besides the difficulty of their 
meeting their own sterling payments ? — There is no 
doubt of that. 

(Sir J. Muir'.) I am very sorry I was not present 
when you gave your evidence before, and there- 
fore I have nothing to ask you. I am also sorry 
that I was not present when Mr. Galloway gave his 
evidence, because there were several question? that I 
should lave liked to put to him. As the Chairman 
lias been good enough to read an extract from this 
memorial from the manufacturers of West Scotland, I 
should like by-and-hy to have another witness from 
Glasgow, who would give very different evidence to 
this. Beyond that, I have nothing further to say now. 


Sir ft. Giffe.i , 
K.C.B. 

10 Jan. 1899. 


The witness withdrew. 
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Sir Alexander Mackenzie, K.C.S.I., called and examined. 


10.373. (Chairman.) You have served, I think, for 
36 years in the Bengal branch of the Indian Civil 
Service ? — Yes. 

10.374. You went to India in 1862, and retired 
from ill-health last April ? — Yes. 

10.375. Will you state what your administrative 
experience in India has been? — I have filled many 
offices during that term, including those of Sub- 
divisional Officer, Superintendent of Labour Transport 
to the Tea Districts, District Magistrate and Agent 
to the Governor- General with the Nawab Nazim, 
Under Secretary to the Bengal Government, and 
Secretary to the Board of Revenue. 1 was the first 
Financial Secretary to the Bengal Government when 
the Decentralisation Scheme took effect in 1877, and 
after that was Revenue Secretary to Bengal, From 
1881 to 1887 I was Home Secretary to the 
Government of India. From 18S7 to 7 1890 I was 
Chief Commissioner of the Central Provinces. From 
1890 to 1895 I was Chief Commissioner of Burma. 
In 1895 I was Home member of the Viceroy’s 
Council. In December of that year I became 
Lieutenant-Governor of Bengal. 

10.376. With that long experience, you are pretty 
well acquainted with the financial conditions of 
India? — Of course as far as an administrator must 
be. 

10.377. Can you say, from your own experience, 
whether the closing of the mints had any effect on 
the amount of currency available in the interior 
of Bengal? — The closing of the mints had no 
appreciable effect in the interior of the country, so 
far as I was ever able to discover. The mass of the 
people, of course, knew nothing about it, but the 
dearth of loanable capital in the Presidency towns, 
whatever its cause, was not accompanied by any 
observable scarcity of rupees in the rural bazaars 
and markets or in the interior generally. I never 
heard that trade operations were interfered with by 


any such want of coin, and, hail they been, it would 
certainly have come to my notice. No doubt, during 
the famine year, and in distressed tracts, there w;ts a 
local rise in the rates of interest, and some people 
found difficulty in getting loans ,* but this, as the local 
officers pointed out, was not due to scarcity of 
currency, but was the natural result of an excessive 
demand for accommodation and the failure of the. 
ordinary form of security, to wit, the crops. There 
has, I believe, been no permanent rise in the rate of 
interest since the famine ceased. There has certainly 
been no preference anywhere shown for paying rents 
in kind. The cultivators in Bengal generally are 
accustomed to, and prefer, money rents. Bents in 
kind involve an amount of landlord interference which 
the Bengal ryot does not like. In Bekar they prevail 
only in a limited area, and no wish to extend the 
system has been brought to the notice of the 
settlement officers now working in North Behar. 

10,378. Are we to understand that the tenants 
would have the right to pay either in cash or 
in kind? — No. In certain tracts rents are paid in 
kind, and the tenants have by law a right to apply 
for tlieir commutation to cash. In settlement 
operations, if the tenants were discontented with 
cash rents, they would naturally ask the settlement 
■officers whether they could not have the cash rents 
commuted to corn rents; but there has been no 
tendency to that. Mr. Finucaue, the Revenue 
Secretary to the Bengal Government, who knows 
more about the agricultural conditions of Bengal than 
almost any other living man, is now on short leave 
home; I saw him the other day, and I asked him 
this question. I knew that in the settlement 
proceedings going on in North Behar there had 
been no tendency of that kind ; but there has also 
been considerable re-settlement going on in South 
Behar, in which rents in kind do prevail ; and I asked 
Mr. Finucaue about, those. He says that there 
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Mackenzie , officers, begging to have the rents in hind converted 

K.C.S.l . m to rents in cash ; and he says this has been done also 

t in a tract of country in Midnapur in Bengal. That is 

3 0 Nov. 18 98. ft area, in which rents in kind prevail. The 

_____ r y 0ty t } icre have been applying to have the rents 
altered ; so that the tendency has been rather the 
other way. 

10.379. (Sir F. Jloivaft.) Those rents in kind are 
payable to the landlord, not to the Government? — 
Certainly. 

10.380. The Government collects no rents ? — The 
Government collects no rents. 

10.381. {Chairman.) This is not the land revenue ? 
— .No, it is tin* rent. 

10.382. It is the rent paid by t lie ryot to the man who 
pays the tax — to the man who holds tin* land from the 
Government? — Yes That was one of’ the questions 
enclosed in the list of questions sent to me — whether 
there had been any preference shown for payment in 
kind ovey payment in cash. The evidence shows that 
the tendency has been the other way. 

10.383. Would that indicate whether the tenants 
were pretty well provided with rupees? — Un- 
doubtedly. If they found any difficulty in getting 
rupees, you could not imagine that they would come 
and ask to be allowed to pay in rupees instead of in 
kind. One reason why rents in kind are objected to 
by the Bengal tenant is that they involve an amount 
of interference on the part of the landlord with the 
crops, and so on, which is extremely repugnant to the 
Bengal tenant. 

10.384. During ycur term of office as* Lieutenant- 
Governor of Bengal you travelled through a great 
part of the province ? — Yes. 

10.385. If there had been a general dissatisfaction 
arising from a want cf currency, you would have 
heard of it? — Undoubtedly. I was actually mobbed 
by. crowds complaining of the high price of food, but 
I never heard of any complaint of the want of 
currency. And, moreover, the land revenue was paid 
up punctually during the famine year ; we gave no 
remissions in the famine year, except here and there 
in Orissa. The landlords, of course, complaiued that 
they were unable to get their rents, but. that was 
perfectly natural in a famine year; and, besides, they 
all told me that they would have no difficulty after the 
famine in collecting their rents, and they are in fact 
recovering them. 

10.386. Was the famine in Bengal last year as 
severe as the famine in 1875 ? — Most certainly. 
Prices started in the late famine where they left off in 
the previous one. The last famine was every bit as 
severe as that of 1875, but we met it at one-sixth 
of the cost, and it has left less marked effects behind 
it. I was familiar with the state of Beliar in both 
famines, having been on special duty in connexion 
with the former famine under Lord Northbrook^ 
orders, and I was greatly struck last year by the 
improved strength of the cultivators in meeting 
distress. They suffered, doubtless, but not sufficiently 
to bring them in any considerable numbers on relief 
works. They have bene died by the railways ; they 
have had good prices for their produce, and, above all, 
their position has been improved vastly in Behar by 
the settlement of their rights and relations with their 
landlords. 

10.387. Would you cay that no famine in India in 
modern times has been grappled with so successfully 
as this famine? — I should say so, certainly. 

10.388. Is not that an indication cf the improve- 
ment of the condition of the people ? — There is no 
doubt of that. I can only speak with authority as 
regards Bengal ; but there is no doubt that the people 
are much stronger now than they have been, even in 
Behar, which always was a bad tract. 

10.389. Has the expenditure out of the famine 
insurance fund on railways been a beneficial expendi- 
ture ?—Undoubtedly. It has, no doubt, had an effect 
on prices; that is to say, in the old clays you had so 
many closed compartments, as it were, and prices 


were settled liy local circumstances. This time, with 
more equalisation of markets, we were enabled to 
meet the famine in a very much more satisfactory 
manner. In 1875 I had a great deal to do with the 
operation of sending up rice to Beliar. We trusted 
this time entirely to private trade, and it never failed 
us ; it was quite equal to it. I had a little difference 
of opinion with the Government of India with 
reference to one tract where I was doubtful whether 
the local trade would compass it ; I had visited the 
tract and talked to people who knew it, and there was 
some fear that the local trade might, not prove equal to 
the emergency ; but I got permission to make advances 
wherever it was necessary, and to give our relief 
officers leave to import rice if necessary for the works, 
and the difficulty cased itself off; the trade rose to the 
occasion and brought up the rice. 

10.390. Then if you were told that the Government 
of India were responsible for the famine ; that they 
could have prevented it ; and that they arc to be 
held chargeable for the sufferings inflicted upon the 
people of India by it, you would not agree with the 
statement ? — It is preposterous. 

10.391. Now, were there any complaints during 
the famine of the fall in the value of silver ornaments r 
—I have not heard any complaints of that sort, and, as 
a matter of fact, the labouring classes,, who were the 
chief sufferers by the famine, do not use silver orna- 
ments, but pewter, lac, or brass work. It is fantastic 
to suppose that natives of India hoard mainly in the 
shape of ornaments to be sold and melted down when 
pressure comes. A man buys ornaments for his 
women for the same reason that men buy ornaments 
for tfioir wives at homo. He may he a little more 
extravagant than he otherwise would, because he 
thinks he can realise on them, if need be, but lie buys 
trinkets to keep as ornaments. If he has rupees 
which he wants to hoard, he naturally keeps them in 
that shape. 1 have seen chests full of rupees iu the 
treasury of a wealthy native landowner. The appre- 
ciation of the rupee was a clear gain to most hoarders 
and probably brought out many hoards. 

10.392. In Bengal, do they wear rupees as orna- 
ments ? — Occasionally ; not so much as they do iu 
Burma and other places. They are generally melted 
down into simple bangles and necklets, and so on. 

10.393. Do 3 on think there is a large hoarding of 
rupees ? — 1 think there is very little doubt of that; 
you cannot account otherwise for the silver that has 
gone into India, and has not come out. 

10,391. Well, we cannot account for the gold ? — Nor 
for the gold. We know that a large amount of gold 
has gone into India that has never come out. If it is 
not out of place to tell an anecdote, I may say that on 
one occasion, when I was district magistrate, I had 
to search the house of a native lane {owner — a very 
wealthy man, who was also a moneylender. A charge 
was made that dacoity had been committed, and that 
a certain amount of property was somewhere in the 
house of this landowner, and, accordingly, 1 had to go 
and search it. I remember there was one chamber 
built off the staircase with a doorway only two feet 
square heavily secured. That room was lacked. 
When I got to that, I asked : (i What is this ” ? They 
said ; “ This is the treasury.” I said : “ Of course, I 
must see that.” Then the room was opened, and I 
found it was simply crammed full of ornaments ; some 
of them extremely valuable ; a fair number in gold; 
many of them encrusted with jewels that looked good, 
but which were probably, like most native jewels, 
flawed; but still, there was a great mass of wealth 
there. This landowner acted as a local pawnbroker, 
and that would probably account for a good many 
things ; but what struck me most was the number of 
ornaments that had come into his possession. They 
were mostly silver ornaments. 

10.395. (Sir F.Mowatt) Had he no gold wedges? 
— No, there was no bullion of any kind. 

10.396. (Chairman.) Now, I think you had some 
communication with Mr. Bourdillon, who was Com • 
missioner of the Patna division during the famine? — 
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Yes, he happened to be home on furlough recently, 
and 1 communicated with him, and lie entirely 
endorses what I have said. He. says that, had there 
been any want of silver coin in Behar, ho must have 
heard of it, and I believe that is true for the whole of 
the rest of Bengal. Such a scarcity must have come 
to the notice of the district officers, and so to the 
notice of the Government. 

10.397. I was going to ask you whether in Bell nr 
the monetary transactions of the people are not in 
copper ?~Tliey are, and not only that, but they 
ordinarily express themselves in terms of copper pice. 

10.398. What were the relief payments made in ? 
— They were made in copper at first; but gradually, 
so to speak, a sort of taste for silver was created, and 
these payments steadily increased in popularity; hut 
I may say that at no time was any difficulty felt in 
obtaining silver from the bunneahs in exchange for 
pice. That is Mr. Bourdillon’s statement. 

10.399. What is n bunneah ? — He does money- 
lending as a rule, but lie is generally a grain merchant 
also. 

10.400. You say there was no difficulty in obtaining 
silver where it was required? — No, Mr. Bourdillon 
was entirely clear about that. 

10.401. Taking your general experience of Bengal, 
what proportion would you say of the monetary 
transactions of the bulk of the people is in copper ? — 
In rural markets they are almost entirely in copper. 
Tlieir purchases are small, 

10.402. So far as they are concerned, questions of 
gold currency, and silver currency even, are not very 
important? — No, and that is one of the reasons why 
I have held that the difficulties of introducing a gold 
currency are exaggerated. 

10.403. How are tlieir wages paid ? — The wages of 
the agricultural labourer are for the most part, I 
think, paid in kind ; then the labourer sells to the 
bunneah, or lie uses the stuff as it suits him. That 
applies to the great bulk of the agricultural labouring 
class. Of course, in the case of servants of Europeans, 
and so ou, they arc entirely paid in silver. 

10,401. They are paid monthly? — They are paid 
monthly, as a rule. It is almost the general rule in 
Bengal and Behar that the wages of the agricultural 
labourer are paid in kind. 

10,405. Now, just before we leave the famine in 
Bengal, have you anything to say about the position 
of Bengal under the permanent settlement — I mean 
about the land revenue being a lighter charge there ? 
— I consider that was the reason why we were able in 
Bengal to dispense entirely with remissions. In 
Behar we had large and substantial landowners, for 
instance, the Maharaja of'Durbhunga, who not only 
paid his land tax, but made quite regal contributions 
towards famine relief. Then we have also small land- 
owners in Behar in considerable numbers, and they 
paid their revenue even in the famine year in the 
ordinary way. There were no applications for 
remissions, or anything to show that they found any 
difficulty in paying. 

10,40(3. Of course, it is open to this observation : 
That the fact of the Zemindars easily paying their 
land revenue to the Government indicates that they 
have a large margin, which some people think ought 
to belong to the Government, instead of to the 
Zemindars r — That is so, although you have to 
discount that by the fact that the margin is distributed 
over a large number of people. There is much sub- 
infeudation in Bengal. 

10.407. Now I come to the re-opening of the mints. 

I do not know whether you wish to express any opinion, 
first, as to the policy of closing the mints? — I think 
it was a measure which was absolutely called for at 
the time, and the (pity is that it was only a pre- 
liminary step which had to be followed by others. 

I hope the appointment of this Committee indicates 
that those further steps are to be taken. 

10.408. At the time that policy was entered upon, 
you were in Burma? — Yes. in 1891. 


10.409. At all events, that step, as a step, was not 
only one of which you entirely approve, but one that 
you thought was absolutely necessary ? Acs. 

10.410. What do you say as to the re-opening of 
the mints ? — I thiuk that would be ruinous. It would 
involve, undoubtedly, very heavy taxation. 

10,111. Why? — Because the Government would 
have such an additional charge thrown upon it to 
meet its home remittances that it could not avoid some 
increase of taxation. Every fall oi a penny in the 
exchange means a very large demand upon the 
Government. 

10.412. There would be a great increase in the 
expenditure of the Government of India, which the 
existing revenue would not meet? — Quite so. 

10.413. Now, what is your objection to new 
taxation? — Well, even in Bengal — Bengal lias the 
reputation of being the safest province, I believe, in 
India — but even in Bengal we could not do it without 
serious risks of trouble, and political disturbances, and, 
I think, the taxation already imposed since silver 
began to fall is as much as the country can properly 
bear. 

10.414. I do not know whether you have read 
the evidence of Sir Antony MacDonneil as to the 
North Western Provinces ?— Yes, I have seen that. 

10.415. He expressed a very strong opinion that 
the imposition of new taxation would be a serious 
danger to the public peace r — The danger in the 
North-West, of course, is more real and urgent, if I 
may say so, than in Bengal, because the people of 
Bengal ordinarily are quiet enough ; still, they can 
give trouble, and in the Eastern districts the people 
are as difficult to manage as the people in the North 
Western Provinces. 

10.416. Then would you say that, if it would create 
political excitement in Bengal, it would a fortiori , 
create at least as much excitement in other parts of 
India ?— Undoubtedly ; it would be a most unfortunate 
position. 

10.417. We are told that imposing new taxation 

is a “ mechanical operation 55 which the Government 
ought to face, aud could face easily. Now, if ^you 
were called upon as an Indian administrator to perform 
this “mechanical operation,’ 5 will you tell us where 
you would raise this money ? — If I had to 4 turn the 
spigot of taxation 55 , 1 should find it very difficult now 
to suggest anything. Everything has been exploited 
that could possibly form a source of revenue. The 
land revenue of Bengal is permanently settled, and 
cannot be touched. As to the temporarily settled 
provinces, if you raise your land revenue there, the 
people would naturally complain that they were being 
inequitably treated in comparison with the land- 
owners in Bengal. . 

10.418. Ancl tlmt would involve a new settlement? 

— Yes. 

10.419. That would be a process extending over 
many years? -Yes. Of course estates are always 
coining in for settlement, even in Bengal, but it would 
be extremely difficult to establish an entirely n( W 
modus of settlement alongside the existing one. ^ If 
you put a new settlement upon one estate which mils 
in, which is simply an enclave of other estates, the 
owner of that estate will feel himself greatly aggnet eel. 
The landowner is, moreover, not bound to take the 
settlement ; he can refuse to take the settlement, and 
then you arc bound to give him a malikhana of 10 per 
cent, on the revenue which you have proposed to 
him The effect of that would be, probably, that you 
would raise your demand, and the landlords would 
refuse to settle, and you would have to pay them a 
malikhana of 10 per cent, on your demand, so that 
you would after all, probably, not get anything like 
the amount demanded. l r ou would also have the 
Government loaded with the direct management on 
the spot (I am talking at present of Bengal) of a 
largo number of small estates which could only be 
managed at a very great expense, and I think the 
profit at the end of the operation would be uncommonly 

little. 
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10.420. Where a man refuses to come under a new 
settlement, how long does the new arrangement last ; 
it may be an annual arrangement, I suppose ? — The 
arrangement lasts as long as the landlord refuses 
settlement. The old policy was to farm out such 
estates. That has been abandoned in Bengal since 
Sir George Campbell’s time, and we now manage all 
such estates directly. We manage them either by 
tahsildari establishments or by sub- deputy-collectors. 

10.421. But as a practical rnan you reject the idea 
of tampering with the land revenue? — Oh, yes; 
that would involve the whole faith of the British 
Government. 

10.422. I think the land revenue represents about 
one-third of the income of the Indian Government ? — 
Probably. 

10.423. Now to come to the next item of taxation ; 
I think the salt tax ranks next ? — I have had no papers 
or books about me since I have come over here, bur I 
think the salt tax is quite as high as it ought to be 
now, and my own view is that it ought always to be 
kept low and kept in reserve as a war tax. 

10.424. You would very much deprecate any 
increase of the salt tax ? — Certainly. 

10.425. In fact you would like to see it reduced ? — 
Yes. 

10,420. What do you say about opium ? — That is 
going awav altogether, I am afraid. 

10.427. It is a falling revenue ? — It is a falling 
revenue undoubtedly. It is a tiling on which it would 
be very dangerous to count. 

10.428. How about excise ? — We have got the excise 
duties as high as we can make them, as long as you do 
not allow out-stills in Bengal. That, of course, is an 
income at the disposal of the local governments, and 
you cannot get much more out of it than you are 
getting now. 

10.429. Then, stamps ? — Stamps are a universal 
subject of complaint. They are very high. The 
stamps on litigation are constantly being complained 
about. As the country progresses, no doubt, the 
revenue will grow of itself. You might get something, 
perhaps, out of probate. 

10.430. I)o you think that a large revenue could 
be obtained from Death Duties in India ? — There are 
many difficulties in the way owing to joint families and 
so on, and these have prevented Government from 
resorting to probate duties. I have never been of 
opinion that it would result in a very large increase, 
but it might bring in something. It is one of those 
little trifles which the Government is entitled to 
consider. 

10.431. But we are now talking of millions ? — That, 
of course, is out of the question. 

10.432. Now, have you anything to say about income 
tax ? — No. 

10.433. I think the agricultural classes arc exempted 
from income tax? — Yes, and practically, since things 
have settled down, the tax is collected with wonderful 
ease. It is very much disliked, naturally, but I should 
leave it alone. I do not think you would get much 
more out of it. 

10.434. Two other sources liave been suggested to 
us recently for increasing the revenues of the Govern- 
ment of India. The first is Customs duties. We are 
told that they are exceedingly small, that they are not 
appreciably a burden on the people of India, and that 
they might he very much increased. They amount 
now to a uniform 5 per cent., and they bring, at the 
rate of 5 per cent., about 4 crorcs ? — I think they 
are high enough myself and that to increase them 
would affect the imports injuriously. 

10.435. You think it would affect trade ? — It would 
affect trade. Of course I am not a trader, but that 
is rn y impression. 

10.436. Would you agree that they would require 
to be enormously increased to bring in any substantial 
increase of revenue ? — I think so. 

10.437. There was another matter which was put 
to us yesterday, about raising railway rates. One 
witness yesterday was of opinion that we could have 


a very large increase of income by increasing the 
railway rates ? — I do not think you would find that 
the trading community would agree to that. The 
opinion in Calcutta is that rates are high enough 

I T ° ** 

already. 

10.438. But, apart from the complaints of traders, 
what is your opinion as to tho practicability of it ? — I 
think it would be bad policy. 

10.439. You think it would diminish trade? — I 
think so. 

10,140. How about passenger fares ? — They are 
low, and the lower you make them the more traffic 
you get. 

10.441. It is the low rates for passenger traffic that 
have attracted the heavy traffic there is Un- 
doubtedly, The people of India, taking them all 
round, are not wealthy, although I do not admit that 
India is so poor a country as it is often represented to 
to be ; but by raising the railway rates you would injure 
the traffic undoubtedly. 

10.442. May we take it as the result of your survey 
that yon do not think that a heavy increase in the 
taxation of India is a practicable policy which you 
could recommend to this Committee? — I hold that 
opinion most strongly both on financial and public 
grounds. There is another aspect of the case which 
I ought to refer to. Supposing you throw fresh 
burdens on the provincial governments, you compel 
them to increase their provincial cesses. These are 
already sufficiently large, and they are only made 
palatable to the people by the pledge that they shall 
be spent on local and provincial objects. To raise 
the provincial cesses iu Bengal, in order to give a 
cheap rupee to Assam, appears to mo a monstrous 
proposal. 

10.443. There has been an increase in the taxation 
of India since the fall of the rupee ? — Oh yes, a very 
heavy increase — something like 6:V crores, I think, 
since 1884, 

10.444. Therefore we do not commence with a clean 
sheet. The experiment of increasing taxation in 
order to meet the loss accruing from the fall of the 
rupee lias been already tried ? — Yes, and it Las been 
carried as far as it can be, T think. 

10.445. That is all we need go into, on the 
subject of increase of revenue. Now you have retired 
from the Government service? — Yes. 

10.446. Then I will just ask you what are your 
views upon the question of a reduction of expenditure ? 
—I will not deny that there are all sorts of little 
pickings that the local governments can make here 
and there in various ways. As the Financial Secretary 
who introduced the Decentralisation Scheme in Bengal, 
I made a comfortable little purse out of them, but 
that is not big enough to meet Imperial wants. 
"When you come to talk of Imperial wants, the only 
items of expenditure the savings on which would have 
any material effect are the civil charges and the 
military establishments. I say that neither could be 
reduced without risk, or to an extent likely to meet 
the deficit caused by a further fall in the rupee. As 
regards the army, 1 have myself little doubt that the 
pay and pensions of the native soldiers will again have 
to be raised ere long, and every improvement in the 
position of the English soldier at home means extra 
cost in India to India. 

10.447. The pay of the native soldier has been 
raised ? — It was raised a year or two ago. 

10.448. When we raised it in my time it look, I 
think, 300,000A or 400,000Z. ? — I think it is almost 
practically certain that, with the rise of wages that has 
certainly begun, and will probably go on, you will have 
to raise the pay of the native soldier again. You 
cannot get the best class of men without it. 

10.449. Is there not another question coming up 
with reference to expenditure, namely the wages of the 
police ? — That is a very pressing question. We have 
increased the expenditure very considerably in Bengal, 
but we have not made it adequate yet. We have not 
got the class of men we ought to have. 
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10.450. And you cannot get them until you pay 
more for them ? — Exactly. 

10.451. In fact, the weakness of the Indian police 
arises, to a great extent, front its cheapness ? — Yes, 
the low pay. What we have found in the judicial 
service is, ' if we pay the native servants well, 
we can get men as honest and straight as any 
class of men in the world. A more satisfactory class 
of officials than we have in the uncovenanted Civil 
Service you could not possibly get. We have not yet 
got so far in the matter of police. We have a police 
school now in Bengal, and they are trying to get the 
educated natives to join the force, but, hitherto, the 
officers have been men promoted from the ranks, 
bringing up all tlieir bad traditions with them. 

10.452. That means that, instead of reducing your 
civil expenditure, the probability is that you will have 
to increase it ? — I think so, in several directions. 
There is a great outcry in the native press about 
the rate of pay of the subordinate civil establishments 
— apart from the police — the process servers, and so 
on. Year after year, in the Bengal Council, the 
suggestion has been made that the recommendation 
made by the Committee of Judges and others, who 
inquired into tlffi question, should be carried out, and 
the answer lias always been, “we have not got the 
funds.” 

10.453. I suppose, in India, the majority of the 
people expect the Government to do everything ? — 
Entirely. 

10.454. And, I suppose, the Government has 
effected all improvements in the past ?- — Well, it lias 
been the leader. 

10.455. I mean canals, railways, roads, sanitary 
works, irrigation — all these have been initiated by the 
Government? — Practically, the Government has been 
the developer of the country, as I htive said. Then, 
as to the reduction of expenditure, I wanted to say 
that, as regards the Civil Service, I hold very strongly 
the view that we are carrying to the verge of rashness 
the introduction of the native element in the higher 
branches. We have already barred Europeans very 
largely from the uncovenanted service. Any serious 
reduction in the numbers of Europeans now in the 
service* could not take effect for some years to come. 
Vested interests must be considered. But it would, 
in my opinion, be folly to attempt such reduction. 
We have barely enough of the European element as 
it is, and, even in Bengal, are constantly hampered 
by its weakness. I might explain this further. We 
have a large number of sub-divisions in Bengal in 
districts where indigo is grown by European planters. 
There arc also a considerable number of new mills 
and industries growing up, not only in Calcutta 
and its neighbourhood, but also at places in the 
interior where European capital is employed, and 
Europeans are engaged • you must have Europeans in 
charge of these districts, or you carmot avoid 
difficulties. I have found the greatest difficulty in 
manning these sub-divisions w 7 ith Europeans, because 
the uncovenanted service and the covenanted 
service have been very seriously depleted in strength 
in the last few years, notwithstanding the attempts 
that have been made to strengthen the latter. I 
would deprecate strongly any further reduction of 
the European element in the service. 

10.456. But, even if there was a reduction of the 
European, and an increase of the native, element, the 
native element requires, practically, to be paid on 
the European level V — Of course they like it ; that is 
the claim. 

10.457. At any rate, it is an unreliable financial 
source to look to ? — It is ; and, of course, now in the 
provincial service all have been put on the same 
level. That has had the effect of removing certain 
anomalies, and the natives have displaced a certain 
proportion of the European service, but tlie pay is all 
alike. 

10.458. Then what have you to say as to possible 
reductions in public works ? — The very classes who 
vaguely clamour for reduction in expenditure are 
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English capitalist, and would have no more of them. 

But the majority look to Government for improvements 
of all kinds, and grumble greatly if they do not gee 
what they want. They are also constantly clamouring 
in the native press for increased pay to native 
establishments, as I have stated already. 

10,459. Now, perhaps, you will deal with the 
charge that the agitation against the silver standard 
is a selfish official or Indian Government movement ? 

— It appears to me that that ignores the fact that the 
Government is at present the principal agent- in 
developing the country. Everything prejudicial to 
the financial position of the Government i3 detrimental 
to the country at large. Any temporary profit of the 
exporting merchant due to depreciated exchange is 
made at the cost of the Government and of India — 
their interests are identical — and, if the depreciation 
involves extra taxation, the mischief is enhanced. 1 
have said that the Government is the chief agent in 
developing the country, lmt — and this is a very 
important point — we must remember that the opera- 
tions of the Government are restricted, first, by 
considerations of its general financial position, 
and, secondly, by the fact that it can only apply its 
capital to certain forms of development. It can make 
railways, and canals, and roads, hut it cannot take up 
and develop new industries, (hough, without industrial 
developments, its railways, for instance, fail of their 
full effects. Hence tlie importance of facilitating the 
infiux of private capital, and this can only be done by 
establishing a stable par of exchange. 

. 10,460. Have you formed any opinion as to whether 
private capital has been flowing in or flowing out of 
India ? — Flowing out, most certainly, since the fall of 
the rupee. 

10.461. Not flowing out on other grounds, but on 
the ground of the instability of exchange ? — Well, I 
suppose most men did what I did ; I got as much of 
ray money home as possible, when exchange had got 
as high as I thought it was likely t* go to. 

10.462. Will you tell us what you think about the 
tea industry, which is a very important industry 
in India? — I am myself largely, for a man in my 
position at least, interested in tea, although I think 
I must honestly say I wish l had never seen tea 
outside a teacup. Nevertheless, 1 have not been 
able to convince myself that the Government 
would be justified in yielding to the cry of the tea 
planters for a cheaper rupee. My view is, and it is 
formed with some care, that the tea industry is at 
present suffering more from over-production and 
internal anises than from a rise in exchange, and I 
believe it could adjust itself to a stable Is. 4 d. rupee, 
just as it flourished while the rupee was even higher. 

10.463. What do you consider the range of years 
in which the tea industry flourished? — That is a 
matter of statistics, and I ’do not carry them in my 
head. 

10.464. But it has been flourishing ?•— It lias been 
flourishing, undoubtedly, in the past. 

10.465. For a period of years, during which there 
was a high rupee ? — Oli, yes ; higher than it is now, 
certainly. 

10.466. Now, have you any fear of Chinese com- 
petition ?— I have no fear of Chinese competiticm, if 
only the Indian planters and agents show energy and 
resource in meeting the requirements of the tea 
markets of the world. But I am afraid that the trade 
does not display so much resource as it might. 

10.467. At the present moment- the tea producer in 
India heats the Chinese producer in the English 
market ?— He lias beaten China out of the market for 
reasons which may depend on the quality of the tea. 

10.468. Chines’e tea is the cheapest in LondOD, and 
yet the Indian tea commands the market? — Yes, I 
suppose Indian tea is really cheaper. 

0 
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A.C.SJ. 10,470. You said that you thought the ton industry 
S~~T QQ was suffering from internal causes. What do you mean 
x QV ^ ' by “ internal causes 55 ? — The first cause I put down is 
had management. It is by no means easy to find men 
competent to manage large gardens. Agents push 
their young kinsmen and friends into assisfcantships 
and managerships, and these pick up their experience 
at the cost of the shareholders. The conditions of 
profitable cultivation have changed. Machinery has 
come in extensively, and the practice of consolidating 
a number of neighbouring* gardens under one manage- 
ment, and with large central factories, is becoming 
usual. These want expert management, and it is hard 
to get. In fact, I know well the difficulties which 
there are in getting experienced managers in India. 
May 1 expand that by an instance in my own ex- 
perience of how had management lias affected things ? 
I have, unfortunately, a large interest in a series of 
gardens, which have been converted into a sterling 
company, and are held in London. Having nothing 
to do the other day, I went to the last annual meeting 
of the company. The meeting consisted of the agents, 
and a few assistants in the office, who held a few 
shares for the purpose of voting. I was the only out- 
sider present. The report was laid on the table. 
Now, that garden had been paying 7 per cent, 
dividend for a considerable number of years, and last 
year it paid nothing. But the report entirely failed 
to account for the fact ; there were the usual state- 
ments; the bad year was put down to this, that, and 
the other thing ; but they had taken no account in 
the report of the excessive cost of rice; and there 
were others of their figures as to which I asked for 
explanations, which, with some little difficulty, I at 
last got ; and then it appeared that the fact had been 
entirely concealed in the report that the manager had 
behaved so badly that they had had to dismiss him. 
That was not brought out, because, of course, the 
agents are responsible for the appointment of the 
managers, and they do not like their shareholders to 
know that their men have failed; hut there it was. 
It was nothing l but bad management. If the garden 
had been properly* managed we should have had— 
perhaps not 7 per cent, dividend — but we should have 
had something. That state of things is much more 
general than is Supposed. Then there is the excessive 
cost of procuring labour. 

10.471. Is that an increasing cost? — It has been 
pretty high for a number of years, and it ought not 
to have been increasing. ■ This is a matter which has 
been the subject of much discussion. Government 
has, perhaps, been a little too difficile , and has not 
yet done all it might to facilitate recruitment. 

10.472. Now, you said something about the exces- 
sive cost of rice. I suppose some part of the wages 
are paid in rice ? — The coolies holding contracts under 
the Act are entitled to have rice provided by the 
employer at about 3 rupees per maund. Of course, 
rice this last year was much above that, and that 
has to be taken into account. 

10.473. That has imposed an additional burden on 
the tea planter ? — Well, the real wage is practically so 
much increased. 

10.474. Is there anything else you want to 
say upon that ? — Then another cause is, what I 
call excessive agency charges. I believe, if the 
planters were polled, and dare speak their minds, 
(which they are not always able to do), this would be 
indicated as one of the principal obstacles to making 
gardens pay. Agency houses start gardens and induce 
people to take interest in them. They often provide 
for insufficient share capital. Difficulties arise ; the 
agency charges add to these. Money is advanced 
at high interest. . Eventually the gardens are swal- 
low ed up by the agency houses, and the shareholders 
lose everything. 

10.475. Would these causes be affected by the 
highness or lowness of exchange ? — I could not say 
that, I may say that I have been interested, or had 


shares in, something like a dozen gardens, and four of 
them have been swallowed up in that way ; which is 
a high percentage. 

10,476. Now, the next point would be about the 
value of the rupee ; have you formed any opinion as 
to that ? — You mean, whether it would effect a dis- 
turbance in rural economics 

10,4/7. I mean, the present value of the rupee is 
Is. 4 <7. ; it has beeu at Is. 4 d. about 12 months ? — 
Well, it has been hovering about that. 

iO,47S. lias that caused any disturbance in the 
monetary affairs of the country ? — -None whatever. 
With regard to rural economies and the land revenue., 
it has caused no disturbance whatever, because, o$ 
course, it is only within comparatively recent years 
that it has been below that figure. The fall to Is. 4 d. 
is in itself a great relief to the payer of Government 
revenue and other fixed charges, as the revenue was 
settled in permanently settled tracts when the rupee 
was better than, or nearly as good as, 2.9. sterling, and 
this is, of course, the simple answer to those who decry 
as taxation any proposal to prevent a further fall. 
Even in the temporarily settled tracts no harm can 
possibly be done, for we are even now unable to take 
anything like the proportion of assets to which the State 
is entitled, and the settlement holders aro/being let off on 
extremely easy terms. Prices of grain have risen 
enormously, and they get more than their fair share of 
the unearned increment. They can well afford to pay 
the Government demand, without relying on any fresh 
depreciation of the currency. 

10.479. In the temporarily settled lands the land 
revenue is fixed with reference to the gross value of 
the produce, is it not ? — It depends very much on the 
particular tract of country. The assets are taken to 
be the rents. In some provinces we also fix rents, and 
in fixing the rents we take prices into account. But 
we cannot raise the revenue assessment to such an 
extent as to rudely disturb the established standard of 
comfort. Iam not talking of the permanent settle- 
ments. In addition to tlie permanently settled land, 
of course, we have temporarily settled land even, in 
Bengal. The whole of Orissa is temporarily settled. 
There they had a settlement which was originally for 
30 years. At the time of the famine of 1866, it was 
considered that the country ought not to he disturbed 
by a fresh settlement, and that settlement was extended 
for another 30 years, so that for 60 years it has 
been the same. In the meantime rents have risen so 
enormously that we are able without raising the 
ordinary rents to get as large an increase of the 
Government revenue as we could decently take. We 
were able to touch up privileged rents, which had been 
originally fixed at something like half rates. Those 
were levelled up, as a matter of principle, in order to 
assert' the point ; but we could have taken much more 
if we had had a free hand and raised the rents all 
round. 

10.480. Is your view this, that, taking an average 
of temporarily settled lands, the tenant — I do not 
mean the ryot, 1 mean the man who pays the land 
revenue himself, the Government tenant— is now 
getting a higher price for his produce, and he' is 
getting his rupee, even at Is. Ad., at a lower pric'e 
than when the bulk of the settlements were fixed ?— • 
The man who pays the Government revenue, as a 
rule, is getting higher rents. 

10.481. That is another way of putting it ? — They 
have undoubtedly been able to raise rents. 

10.482. They have raised rents, and they are pay- 
ing no more, and the rent was fixed at a time when 
the rupee was at a higher value p — Quite so. 

10.483. Therefore there is no grievance there ? — 
No. 

10.484. Have you anything to say about the 
introduction of a gold ciirrency ? — I do not profess to 
speak at all as a currency expert, but, from an 
administrative point of view, I haye always thought 
that the difficulties in the way of introducing into 
India a gold currency, which seems to me inevitable 
with a gold standard, have been much exaggerated. 
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India had a gold currency years ago— in Madras, a 
real working currency— and I believe it would again be 
popular. It is said the transactions of the people, 
generally, are too petty for gold. If we are to go 
by the transactions of the bazaar, w r e should have a 
copper standard only. No doubt there are an 
enormous number of transactions that, even with a 
gold currency, would still be liquidated in silver, and 
the silver token currency would have to be large 
enough for these purposes ; possibly a large propor- 
tion of these might come to be made in gold, but' my 
own impression is that the circulation of gold would 
be mainly confined to the Presidency and larger towns, 
and perhaps the railway stations. I think that the 
analysis of the currency of the world that is given 
in the Report of Lord Herschell’s Committee on 
Indian Currency, shows that an extremely small 
amount of gold is sufficient to enable a country to 
work with a very large token currency. 

10.485. Do you believe that the demand for gold 
would be excessive ? — I do not think so. Of course, 
that is a mere opinion formed after my residence in 
India. Another point is this : it appears to me that, 
as the country developes, the use of paper in the form 
of currency notes and credit notes of various kinds 
advances, just as here. Nor do I think the presence 
of gold in the currency would stimulate the hoarding of 
gold. There is a huge mass of gold already in the 
country. 

10.486. Do you expect to see any of it come xo the 
mints ?— I should expect it, but it is impossible to say. 
As I have said, if a man wants gold now, he has to 
buy it, and you do not propose to give away the 
sovereigns. 

10.487. Irrespective of the ratio of Is. 4 d., and of 
a gold currency, do you think that India requires 
a stable exchange ? — I consider it of vital importance 
to India to have a stable par of exchange. 

10.488. Why ?— Without it you cannot look for 
any influx of European capital save through the 
Government, and I have already stated what the 
limitations on Government action are. With a stable 
par, it appears to me that money would flow from 
the cheap money market to the dear one. 

10.489. It would be regulated automatically, as it 
is in all other countries in the world ? — Practically, I 
think so. I do not pose as an authority on that 
subject. 

10.490. There is one point to which you desire to 
call attention — the area under food crops ? — That 
is a matter which has been referred to in the 
Calcutta press, and I mention it here, because I do not 
think it has been brought out, so far as I have read, 
in the proceedings of the Committee. It is stated 
that the area under food crops has, in the last 15 years 
or so, expanded only about 12 per cent., while the 
population has increased by about 22 per cent. The 
area devoted to non-food crops, i.e to exportable 
and merchantable products, has in the same period 
increased by over 80 per cent. It is suggested that 
these figures (and Mr. O'Conor will be able to check 
them) imply that there has been excessive stimulation 
of merchantable exports by a falling exchange, and 
that in fact a large section of the population is 
practically being partially starved to pay India's debt 
with a falling exchange. I must say that, as regards 
Bengal, I have viewed with some apprehension the 
way in which jute, for instance, is supplanting rice in 
the Eastern districts. There can be no doubt that 
the non -agricultural population of India, some 
130 millions, has suffered, and is suffering, severely 
from the enormous rise in the price of food and the 
enhanced cost of imported goods. This seems to me 
a reason for deprecating any measure which would 
have the effect of increasing the tendency to abandon 
food crops for non-food i^oducts. The aim should be 
to develope the country as a whole, by the introduction 
of outside capital, and not merely to stimulate a 
particular class of products. 

10.491. The strength of that last argument is the 
introduction of outside capital. That is what you 


want to stimulate ? — That is what we want to stimulate 
by a stable par of exchange. 

10.492. Have you anything to say about illicit coin- 
age ? The chief police officer of Bengal has expressed 
an opinion that the effect of the token coinage being, as 
it is now, very much in excess of the bullion value, 
would probably, or might probably, be to lead to an 
increase of illicit coinage ? — That is rather a priori ; 
all I can say is that there has been no increase what- 
ever in reported cases. I think far too much is made of 
the supposed stimulus likely to he given by the restric- 
tion of the currency to the coinage of spurious rupees 
made of good silver. Illicit coinage would only pay if 
carried out on a large scale with the aid of machinery. 
The fraudulent coiners in India are poor, without 
capital or appliances. They work with primitive 
implements, and can never turn out a perfect coin. 
On the other hand, the native shroffs are extremely 
keen to detect false money. The amount of false 
money which could he turned out by Indian coiners 
would not he large ‘enough to affect the currency 
materially. Since the agitation has begun here, much 
has been made of this matter of false coinage, and the 
papers, for reasons of their own, report any such 
cases pretty fully. I may mention, as a typical case, 
one that is reported in the Calcutta Englishman , 
which I received this morning. It appears that the 
police received certain information, and they raided a 
house where they found a coiner, a native of Rajputana, 
working away. His day’s work was beside him. 
The police found four forged rupees; the effect on 
the currency must have been appalling. That, I 
believe, is a typical case. The ordinary false coinage 
cases that you get in the interior are simply cases of 
silvering over copper coins, and, of course, that only 
imposes on extremely ignorant rustics. 

10.493. May I ask whether that false coinage could 
be easily detected ? — The report did not state it, but 
my experience is that false rupees can be pretty easily 
detected, because they can never get the milling perfect 
all round. 

10.494. (Sir F. Moivatt) I think you said in the 
early part of your evidence that there had been no 
rise in the rate of interest since the famine, at all ? — > 
No permanent rise. 

10.495. Does it rise or fall according to the busy 
or slack season? — Not as a rule. Everything in 
India is very conservative in the interior and prac- 
tically stationary, but, of course, when a time of 
real pressure comes, as in the case of a famine, a man 
has little security to offer, and the bunneah asks for 
more, hut it is pretty stationary on the whole. 

10.496. During the period which we have heard 
described as a period of unexampled stringency last 
year, did the local rates of interest rise ? — It did not 
affect them at all, save as I have stated already. It 
was the European market business that was affected 
by the want of loanable capital. 

10.497. You are speaking there particularly of your 
own. province ? — Yes, hut one would have been 
bound to hear of want of currency, if it had happened. 
All these things affecting rural economics are bound 
to come under the notice of the local officials, and so 
under the notice of the Government. 

10.498. You said that there was no preference for 
paying rents in kind rather than in cash. How is 
the amount of rent in kind fixed; is it fixed with 
reference to the rupee as it varies in value, or is it a 
fixed, quantity of produce ? — Rents are fixed by the 
chaffering of the markets, of course, "where they are 
not customary, as they generally are. 

10.499. But I mean, when the payment is in kind 
instead of in rupees, what fixes the amount of the 
kind ? — There are two forms of that. In some cases 
the landlord actually takes a share in the crop, in 
other cases he takes the estimated value of a share. 
As a rule, in most parts of Bengal, he actually takes 
the crop and carries it off. That is what the ryots do 
not like — the interference with their crops by the 
landlord. 
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10.500. Then the amount would vary with the 
temporary value of the rupee? — No, because the 
landlord takes the crop. 

10.501. You said people complained to you a good 
deal of the high prices of food studs. Do you mean 
the higher prices immediately resulting from the 
famine, or do you mean that the prices of food stuffs 
have gradually risen of late years ? — There is no 
doubt that the prices of food stuffs have risen 
enormously. Not having the figures before me, I 
should be afraid to say what the rise has been year 
by year or quinquennium by quinquennium, but 
certainly since I have been in India prices have nearly 
doubled. 

10.502. When wages are paid in kind, do the 
wages rise with the rise in the price cf food stuffs ? — 
No, if the wages are paid in kind, the man will get 
the same number of seers that lie always gets. 

10.503. So that practically the wages rise with 
them ? — The value of the wage rises. 

10,501. You were asked, I think, about the raising 
of the railway rates. At present do you know 
whether the Indian railways produce a net revenue to 
India; do they more than pay their way? — I should 
not like to speak about that without referring to 
statistics, which I have not by me. 

10.505. I think we have heard that, there is a net 
loss of from half a million to 21 million tens of rupees 
a year from the railway system of India ? — I daresay 
that is right., but I have no figures, 

10.506. Do you know whether there lias been aD 
actual attempt to raise the rates ; was there not an 
attempt made in Bengal ? — That I cannot say. 

10.507. With reference to the necessity of new 
taxation in case the mints were opened, we have had it 
put before us that a rising or falling rate would lead 
to so rapid an extension of trade, and thus to so rapid 
an increase in the yield of existing taxation, that the 
temporary difficulty in meeting tlie gold debt would 
diappear in that way ; is that your view ? — No, I 
think that it is unsound. I do not believe in it. 
I do not believe in a depreciated rupee leading to a 
rapid extension of trade. I do not see how 
depreciation of currency can lead to extension of 
trade. 

10.508. Do you think that, speaking generally, the 
rates of wages and the prices of food stuffs are affected 
immediately, or shortly after, by the rise of the rupee ? 
— They are affected slowly. Prices have undoubtedly 
risen enormously, and wages have risen too in my 
time very considerably. Wages in the large towns, 
and in the neighbourhood of large towns, have risen 
materially, and even rural wages have risen since I 
first went to India. But, as I say, India is a conserva- 
tive country, and, as a rule, changes are not so rapid 
there as here. 

10.509. But they do follow slowly ? — They do 
follow. 

10.510. If, therefore, the rupee were to fall perma- 
nently to L?., wages would follow ? — Wages would rise; 
the people would want more wages. 

10.511. You said, with reference to the labour for 
tea gardens, that not only wages have risen, but you 
expect it will be necessary to raise them still higher ? — 
I do, especially if there is a great stimulus given to free 
emigration ; that is, the emigrant who is taken up 
outside the Act altogether, without Government 
interference. There has been far too much interfer- 
ence hitherto in my view. I have always been 
very much inclined to advocate — in fact, I was 
President of the Commission which originally suggested 
— free emigration to the tea districts, and I have 
always regretted that the free emigration which was 
introduced was a perfect parody of what was intended. 
But, if you have free emigration, either the Govern- 
ment must take care that the wages of the labourer 
are adequate to keep him in a proper condition — 
which is an interference I take exception to — or, if 
you leave him alone, and he goes up on his account, 
you mpst offer him wages to keep him there when you 


have got him, and the planter will in his own interests 
do so. 

10.512. (Sir J. Muir.) You have been 36 years 
in the Bengal branch of the Indian Civil Service, and 
during that time you have filled a great many different 
offices. Were you paid in rupees the remuneration 
for your services ? — Certainly. 

10.513. Then was it to your personal advantage, 
when you had to send money home, to get as high a 
rate of exchange as you could for your rupees? — 
Naturally. 

10,51 1. So that, to a certain extent, so far as your 
pocket was concerned, was there a natural inclination 
on your part to see a high rate ? — Naturally. One 
would have been glad to see a higher rate — the rate 
prevailing when I entered the service. 

10.515. Quite naturally, and what was natural in 
your case would he natural to the other civil servants 
in India ? — I suppose the civil servant has as much 
regard to his own interest as outsiders. 

10.516. In other words, every civil servant would 
have the same regard to his own interests as yourself? 
— Yes, but not to the exclusion of principle. He is 
bound to consider, and does generally consider, the 
good of the country he serves, as much as, or more 
than, liis own interests. 

10.517. I mean, the interests of civil servants were 
identical with what the Government regard as their 
interests ? — I hope so. 

10.518. Was it the case that the Government 
always desired as high a rate as it could obtain ? — 
Well, I was governing provinces for 12 years, 
and I cannot speak for the Central Government; but 
naturally, of course, Government wishes to pay its 
debt at home on the most favourable terms. Nobody 
ever denied that. 

10.519. You made the statement that “to raise the 
“ provincial cesses in Bengal, in order to give a cheap 
“ rupee to Assam, appears a monstrous proposal.** 
Now will you tell me who ever proposed that ? — 
That is rather a condensed way of putting it. If the 
proposal is to raise taxation in order to establish a 
cheaper rupee in the interests of the tea trade, or in 
any other individual interest, then I call that a 
monstrous proposal. 

10.520. But has anybody proposed that, as you have 
put it here, in the interests of Assam ? — Assam 
stands for the tea interest generally. I fancy that has 
been proposed. 

10.521. Are the interests of Assam different from 
the interests of indigo, of coffee, and of wheat ? — I will 
alter the shape of my reply, and put it broadly, thus : 
If it is proposed to tax the native population of India, 
in order to subsidise any particular trade of India, then 
I say that that is a monstrous proposal. 

10.522. Are you aware that many of the leading 
merchants in India hold views diametrically opposed 
to yours? — I have no doubt that every branch of the 
currency question has many people both on the one side 
and on the other. 

10.523. You lived for some time in Bengal, and in 
Calcutta, latterly ? — Yes. 

10.524. Are you aware that Messrs. Ralli Bros, 
and Messrs. Graham are the largest importers of 
Manchester and other goods into India ? — They are 
large importers. 

10.525. You would admit that they are capable 
men of business, as proved by the success with which 
they have carried on their business ? — No doubt. 

10.526. Of course, you would naturally infer that 
they know what is best for their own business in 
regard to importing Manchester and Glasgow goods 
into India ? — I suppose they know what pays them. 

10.527. We have had representatives of both those 
firms, giving evidence before this Committee. Would 
you be surprised to hear that their views are entirely 
opposed to yours ? — I am sorry for them. 

10.528. That is to say, you are sorry for men who 
have made huge fortunes in India on the same lines ? 
— I have always found that huge fortunes are made by 
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practical qualities, and not by abstract views on 
economic questions. 

10.529. Would you be surprised to hear that these 
gentlemen consider that exchange should not be fixed 
in an arbitrary way, but should be left to be arrived at 
automatically ? — Well, that is a currency conundrum, 
which I do not profess to be able to solve. All I say 
is that what India wants is a stable par of exchange. 
How to get it, is the business of this Committee. 

10.530. You have given us a good deal of informa- 
tion with regard to tea, and I think you mentioned to 
us that you yourself were interested in 12 different tea 
estates ? — At different times I have hecn interested in 
12 of them, more or less. 

10.531. And that, out of those, four had been 
swallowed up by the agents ? — Yes. 

10.532. It would be interesting for the Committee 
to know what interest you had in tea? — I am not 
prepared to go into my private concerns, even to inform 
tht* Committee. It would probably not be a great deal 
to you, but to me the amount was considerable, running 
to a good many thousands of pounds. 

10.533. Your remark is, “I am myself largely, for 
me at least, interested in tea. 3 ’ It would have been 
interesting to us, at all events to me, to have known 
what your interest was, but you prefer not to state it, 
and I am satisfied. How, you say, “I have no fear of 

Chinese competition, if only English planters and 
“ agents show energy and resource in meeting the 
“ requirements cf the tea markets of the world. 35 Are 
you. of opinion that the Indian planters have not 
shown energy and resource in the past ?■ — That is a 
general criticism. They have certainly done something 
to get new markets, but I cannot say that they have 
yet risen to the difficulties of their position, and I think 
there is a great deal that they might well do ; but I 
am not wilting a, treatise on the management of tea 
gardens at present. 

10,53 1. Ho, but you are making a broad statement 
here, and I am trying to test it. Can you suggest 
anything that they could do which they ha ve not done ? 
— Oh, yes ; there is the trade in India itself, which 
they have not touched. I may say, for instance, if they 
were only to take a leaf out of the book of the (Govern- 
ment of Bengal, they could do something. We have 
within the last low years developed an enormous— you 
can hardly call it trade — but an enormous consumption 
and a big market in quinine, by placing quinine in 
pice packets in the bazaars throughout the interior of 
the country. These small packets are packed up by 
the inmates of the gaols; it is an industry for the 
juvenile and female prisoners. You know that, when 
your syce or Indian servant has fever, the first thing 
he asks you for is quinine, and the next thing he asks 
you for is tea. I believe that, if the refuse of the 
warehouses — the dust and so on — were done up in 
these small packets, suppose they were sold in, say, 2 
anna packets throughout the bazaars of India, you 
would have an enormous market there which has never 
been touched. 

10.535. Are you aware that that has been tried ? — 
It has not been tried, so far as I know. It has been 
talked about, I know. 

10.536. It has been tried in Calcutta to my certain 
knowledge. Your suggestion was given effect to, and 
it was tried again and again and again, and we 
found that the natives of India, while very willing, as 
you say, when sick to have tea as a gift, would never 
pay for it ? — If you would only employ men of the 
type of colporteurs, and give them a good commission, 
and send them about in the different bazaars, you 
would have got a market in the course of time. The 
taste would have had to be created, but a good deal 
could have been done in time. 

10.537. To my personal knowledge, it has been tried 
and failed ? — It will fail until you find some way of 
packing your tea, so as to keep it from getting mouldy 
in the packets. But I doubt whether the thing has 
ever been seriously attempted and persevered in. 

10.538. How, you have made some strong statements 
here, and 1 think it is only fair to the tea industry 


that I should put questions to you in order to test 
them. You say, “I consider that the tea industry is 
“ at present suffering more from over-production and 
“ internal causes than from a rise in exchange, and I 
Cl believe that it could adjust itself to a stable Is. 4 d. 
66 rupee just as it flourished while the rupee was even 
“ higher, and I have no fear of Chinese competition. 
“ if only Indian planters and agents show energy and 
“ resource in meeting the requirements of the tea 
“ markets in the world. 33 Then you explain that the 
first of the internal causes to which you refer is bad 
management. What do you mean by bad manage- 
ment ? — I mean bad management. 

10.539. What is bad management ? — It is, for one 
tiling, putting men in charge of gardens who have no 
special qualifications for managing them ; young fellows 
sent out from home without any particular quali- 
fications or training. I know by sad experience 
how difficult it is to get a good manager for a tea 
garden. I think I could tell off on my ten fingers 
all the men who are now recognised as really first 
class managers. Men are sent over without any 
special education or training. 

10.540. Would you be surprised to hear that I 
could find you 20 in our own employment who are 
capable and able managers ?— Well, I am glad you 
have them. You have been more fortunate than the 
agents I have had dealings with. 

10.541. And I nin very glad that we have them. 
Then have you sufficient warrant, do you think, for 
saying that “ agents push their young kinsmen and 
friends into assistantships or managerships ” ? — Most 
certainly. That is distinctly my experience. 

10.542. I am glad to say that my experience is the 
very antipodes of yours. 1 find that, in all well-con- 
ducted tea companies, the agents put aside anything of 
that sort, and the standing rule is that no man is to 
he appointed simply because lie is a friend or relative 
of a partner or director in any of the companies that I 
know? — They do not advertise for them. They do 
not go to the public schools or colleges. They get 
lads introduced to them either by their friends or 
shareholders or something of that kind. I have had 
scores of such young men applying for work under 
Government— when they had failed in tea. 

10,513. Hay. In Glasgow wc advertise regularly 
for assistants, and select the best men that can be 
found, irrespective whether the applicant is a friend 
of a partner or director at all. We take qualifications 
only. I am afraid your experience has run in a par- 
ticular groove ? — My experience has been unfortunate, 
I admit. 

10,544. Arc you aware that there are many com- 
panies and firms who select men specially trained and 
qualified for these positions ?— I do not know what 
qualifications you insist upon. I know that the 
engineering qualifications required by a good many 
firms are exceedingly meagre. I think a very few 
weeks in an engineer’s shop is about the most that is 
ordinarily required. 

10 545. Then you refer to the excessive cost of rice, 
and I think you said that it had doubled in price ?— -I 
think that is roughly about the fact. I feel certain 
the price of rice has doubled in price since I went 
out to India. Mr. O’Conor has the exact figures. 

10,546. I have the figures here. The price of rice 
in 1892 was ill; in 1893, 121: in 1894, 120; in 
1895, 100; in 1896, 111. Then we come to the 
famine year, when everything was upset as regards the 
price of rice, and the price was then 159. For the 
first six months of the current year, 1898, the price 
has fallen back to 114; so that the price now for the 
first six months of the present year is less than it was ' 
in 1893-94, and only three higher than it was in 1892 
and 1895. How, was there any difficulty in getting 
English capital to India prior to the closing of the 
mints?— I am not sufficiently expert in Indian 
exchange, banking, or anything of that sort, to know 
much about it. 
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10.547. We have bad it in evidence here by other 
witnesses ?— I do not profess to give evidence on trade 
questions or banking questions. 

10.548. I may mention that we have had it in 
evidence here, that, prior to the closing of the mints, 
for any suitable enterprise there was no difficulty in 
getting English capital out to India ? — A great deal of 
English capital, no doubt, went out. 

10.549. English capital went out in jute mills, 
cotton mills, indigo estates, for the growing of wheat, 
and for tea ?— It is not going out now, at any rate. 

10.550. No, it is not. Unfortunately this action 
of the Government of India in fixing arbitrarily Is. 4 d. 
Is killing the trade of India?— Well, that is a matter 
of opinion. 

10.551. Then, do I understand you to say that you 
sent home, when tbe rate was at Ls. 4 d. 9 all the 
available funds you had in rupees ?— I forget the 
exact rate, hut I remitted home all I could when the 
exchange was fairly high. 

10 552. You sent it when you thought the rate 
was as high as it would be, because you were afraid 
that that rate might not be permanent or that it might 
go lower ?— Quite so ; I sent it before the mints were 
closed. 

10,553. You, of course, were a civil servant, and it 
is not to be expected that you could understand the 
general effects of an increase of customs duties so well 
as if you had been a merchant paying those duties, or 
a merchant exposed to those duties ?— I do not admit 
that. I think everybody interested in the Government 
of India is obliged to take as wide a view as lie can, 
and to make himself acquainted as far as he can 
with all the local conditions and circumstances of 
trade; and the circumstances and conditions of 
the trade of Calcutta would naturally have an interest 
for the Lieutenant-Governor of Bengal. 

10 554. Are you aware that we have had evidence 
given by Messrs. Ralli and Messrs. Graham to the 
effect that they would he pleased to see a 10 per cent, 
duty on their own goods imported into Calcutta ? — 
They would not have to pay it. 

10.555. It would require to be paid by their goods? 
Xt would be paid by the unfortunate consumers. 

10.55 6. They would have to pay it in the first 
instance. Then you seem to he very much opposed 
ro the increased growth of jute in India?— Pardon 
me, I never said anything of the kind. I never said 
I was opposed to the increased growth of jute in India. 
I brought to your notice a fact which is alleged in 
certain correspondence in the Calcutta papers, with 
reference to the area of production of food grains 
being reduced in consequence of so much land being 
devoted to non-foocl crops, but I never said that I was 
opposed to the growth of jute. I should say, on the 
contrary, that that was a great blessing to the country. 

10.557. You said, I think, that the prices of rice 
had been doubled ?— I said “during my time in India ” 
Y^ou may go back for a few years, and give me 
figures which I cannot check in the least ; but all I 
know is that in the last 30 years the price of rice has 
very nearly doubled. 

10.558. The price of rice for the first six months in 
tins year has fallen to 114, according to the figures 
that we have had? — Ido not know anything about 
that. Of course prices ought to have recovered to a 
certain extent from famine rates, and no doubt they 
have done so; but I am certain that they have not 
gone back to anything like the rates that they were, 
say 15 years ago. 

10.559. Are you aware that a very large number 
of tbe inhabitants of Bengal, especially in or near 
Calcutta, are employed in these jute mills, so that the 

, growth of jute gives employment for a very large 
number of people ?— Undoubtedly, and a great blessing 
it is. I am not in the least opposed- — in fact, I have 
always favoured the development of that and other 
industries. 

10.560. Are you aware how many people, are 
employed on the tea estates?— I cannot say, but it 
would be a very considerable number. 


10.561. Would you be surprised to bear that it is 
over a million ? — Possibly. I am glad to hear it. 

10.562. Then are you aware that indigo is being 
very severely hurt by a high rate of exchange ? — I 
fancy it has been hurt by other things, just as tea 
has. Indigo has had to suffer from the competition 
of aniline dyes, and from a variety of causes. For 
instance, they have had to pay more for their indigo 
plant than they used to. As you know very well, in 
the old days the indigo trade was not carried on on 
commercial principles at all, but landlord accounts 
and trade accounts were so mixed up that it was 
almost impossible for the indigo ryot and cultivator to 
know where he was ; if he had a balance in his favour 
on the manufacturing side, he found a balance against 
him on the rent side. That has now been done away 
with. It is all done now on a commercial basis, 
and the planters do not get such large profits as 
they did. But indigo, like tea, has suffered from 
other things besides exchange— if it has suffered from 
exchange. 

10.563. Are you aware that there is a fear now that 
indigo will be killed, so far as its growth in, India is 
concerned? — Well, in has died out in the Bengal 
districts ; it is now almost confined to Behai', hut the 
causes of that had nothing to do with exchange. It 
ceased to pay, 

10.564. If this artificial dye that they have in 
Germany is going to interfere keenly with India, 
should we not try to give what: encouragement we can 
to the planters of India ?— If you mean to say that 
you are to subsidise any particular industry at the 
cost of the taxpayer, I do not agree. The interests of 
any individual industry are not to be compared with 
the interests of the country at large. All these 
questions have to be looked at from the point of view 
of the interests of the country taken as a whole. I 
submit that the great thing to do is':. to get European 
capital drawn into India, and I believe that that can 
only be done by establishing a stable par of exchange. 
But, if you say that you are to consider only the 
interests of tea or indigo or any one industry, I say 
you have not stated the problem completely. 

10.565. (Mr. Campbell) Regarding the Is. Ad. rate, 
you are aware that the Government have not 
absolutely fixed upon that figure ? — Quite so. 

10.566. In 1893 they left it an open question ? — 
Quite so, although practically public expectation has 
always accepted that rate, since the Herschell 
Committee’s Report. 

10.567. But it was not, in fact, fixed ?— No, I admit 
that at once. 

10.568. -It 'was to' belied; ligftt of 

the experience that might be gained ? — -Yes. 

10.569. Do you think that the experience of the past 

five years points to Is. Ad. as the correct rate ? — I think 
I,?. Ad. is the rate indicated in many ways to be the 
proper rate. The actual rates appear to tend towards 
it, and public opinion seems in favour of it, and the 
main point is, that you cannot go below it without 
extra taxation; at least, that is my opinion. - 

10.570. Of course, to be a success, 44, should not 

only be the rate which enables the Council Bills to 
be sold, but a rate which will attract gold to India as 
currency ? — Quite so. 11 

10.571. And that it has not done so far ? —A certain 
amount has gone in, but I do not think you can say 
that the experiment has been sufficiently tried with 
reference to that, because it has never been recognised 
as the finally fixed policy, Hobody has ever felt certain 
about it. There has been.: an uncertainty about the 
whole question which interfered with a fair trial of ' 
the experiment. But I do not profess to be a 
currency expert. 

1.0,572. I think you said you do not think that 
exchange has any influence on trade ?— I nbver said 
that. 

10,573^ I thought you said that, in answer to Sir 
Francis Mowatt ?— I did not say that. It may have 
a most material influence 'for a time, undoubtedly, 
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and a fluctuating exchange must be a most serious 
hampering to trade. 

(Sir F. Mo watt.) My question was, whether rates 
of interest and rates of wages followed approximately 
the rise or fall of exchange ? 

( Witness.) I certainly do not hold the view that 
exchange has no influence on trade. 

> 10,574. (Air. Campbell.) Then, if' I s*, id. were found, 
after experience, to be an unsuitable rate, or a rate that 
interfered with trade, and did not allow currency to 
come into India, would you be in favour of revising 
it? — Well, .1 should like a good long experiment 
tried first. Nothing is more dangerous than to hold 
out ideas of revision. What you ought to do is to 
put your foot down, and say: “ This is our plan, 
and we will do our level best to carry it through.” 

10.575. But, if the experiment is continued too 
long, the country may suffer in other ways — through 
the want of currency, for instance ? — Well, I cannot 
go into that. I am sceptical as to the probable want 
of currency. 

10,570. Then as regards the money market, you 
admit that money was very tight in the great trade 
centres ? — Undoubtedly. 

10,577. Although you say it was easy enough in 
lie rural districts ? — To put it broadly, money was 
tight in the European, and not abnormally so in the 
native, money markets. 

10.575. When interest rose in the large centres to 
12 and 14 per cent., do you not think that that was a 
serious burden on industry ? — It was a most serious 
condition of things, no doubt. The state of tilings in 
Calcutta was as bad as I have ever seen it. 

10.579. If you have rates at that level, and money 
impossible, or almost impossible, to obtain at all in 
the great trade centres, it does not minimise that fact 
very much to know that in the rural districts things 
are going on as usual ? — It does not minimise the 
difficulty felt bv Europeans trying to get accommoda- 
tion ; but I suggest that there was no actual want of 
currency in the country at large. 

10.580. You spoke of the low rupee affecting 
industries like tea ; does not the low rupee affect the 
production of all exportable, articles as well as 
tea, for instance, jute and indigo? — These are 
economic questions, upon which I am unable to speak 
with any authority ; but my view is that any tem- 
porary benefit gained by the exporter by a low rupee 
is only temporary, and that it does not as a rule, until 
some time has elapsed, find its way to the producer. 
But I do not profess to speak authoritatively upon 
these matters. I have my own opinions, but I think 
you will get this much better from others. 

10.581. You spoke of the large proportion of land 
devoted to the produce of non-food crops, compared 
with the land devoted to the production of food stuffs. 
Is it not the case that land suitable for tea, for 
instance, is not suitable for food crops at all? — Well, 
1 would not put it so broadly as that. Some tea lands 
are not suitable for food crops, but there is no doubt 
whatever that the lands that grow jute in Eastern 
Bengal did originally produce rice. As a matter of 
fact, as Mr. Finucane told me the other day, there 
has this year been a slight recession of the j jute area, 
in favour of rice. Of course, in rough jungle tracts 
and places of that kind, new land would be more 
suitable for tea, but the greater part of the Dooars 
and Assam, and so on, produce magnificent rice crops. 

10.582. If it is the fact that lands unsuitable for 
rice or other food grains are devoted to tea and other 
industries, you would consider, would you not, that 
this is an advantage to the country ? — So far as that 
is the case, but that only applies to the hill teas. I 
think that any land that would grow tea in the plains, 
would grow other crops. I do not wish for a moment 
to depreciate the importance to the country of these 
industries, and-. the importance of obtaining European 
capital for them. I think this development of the 
tea, and the jute, and other, industries, has been an 
enormous gain to India. I have always held that the 
one thing for India was to develope the industries of 


the country, and to convert the population, as far as 
possible, from being an entirely agricultural population. 

10,583. (Sir F. Mowatt.) I think what you said 
was that you objected to the way in which jute, for 
instance, has largely supplanted rice ? — I think it is an 
element in the ease that the Committee ought to take 
into consideration. I merely brought the point 
forward because it has been mentioned in some of the 
Calcutta newspapers, and it has been stated that no one 
bad brought that point to the notice of the Committee. 
Therefore, when I was asked whether there was 
anything else that I had to say, I thought it right to 
call attention to that matter. 

10,58-1. (Sir A. Dent.) You told us that you have 
seen chests full of rupees in the Treasury of a native 
landowner, and that on another occasion you had seen 
a large accumulation of ornaments, some of them 
being of gold, but that you came across no bullion or 
bars. Later on you mentioned tliat there was “a huge 
mass of gold ” in the country. Can you tell us in 
what form that huge mass of gold is ? — That is 
impossible to say, but we know that an enormous mass 
of gold has gone to India which has not come out. 

10,585. It is denied that this gold is available? — 
That is another question ; but there is a large 
amount of gold, which cannot have disappeared into 
the earth. 

10,580. In the event of the Indian mints being 
opened for the coinage of gold sovereigns, do you 
think that that gold would come out ? — It is a matter 
of speculation. At present there is no employment 
for it at all. People who have got it, even if they 
feel disposed to utilise it, cannot do so. It might 
come out. It is a matter of speculation. What I 
wished to say was that I do not believe myself that 
the amount of gold that would be necessary to finance 
a gold currency is so enormous as it is sometimes 
represented to be. 

10.587. (Sir C. Crosthwaite.) Suppose we 
established a gold standard and we had a gold reserve, 
do you think that the danger is that these vast hoards 
of silver would he brought out in order to clear off the 
Government gold reserve ? — I do not think so. 

10.588. You said you saw a great quantity of 
silver — chests full of silver ? — Yes. 

10.589. But silver masses very largely, docs it not ? 
— Oh, yes, it bulks largely. 

10.590. Have you any idea how many rupees go 
to a ton of silver?- — I cannot tell you that. 

10.591. You may take it from me that there are 
something less than 90,000 rupees in a ton of silver. 
That would be an enormous quantity ? — Yes it would. 

I suppose each of these chests contained about a lakh. 

10.592. And how many chests do you think there 
were ? — Well, it is a long time ago now. 

10.593. What I mean is, a ton of silver would not 
be worth more than between 6,000/. and 7,000/. 
sterling ? — Each of these chests, I should think, would 
contain that. 

10.594. You do not think that they would be 
brought out ? — No, I do not see why they should. 

10.595. Where do you think the large hoards of 
silver are ? A man, in order really to affect the 
currency, would have to produce a crore of rupees ? — 

I think they are widely distributed. 

10.596. Do you think the native princes have large 
boards ? — I think most of the hoards of the native 
princes have been invested in British investments. 

10.597. Do you think that the natives who have 
large hoards would use them in order to take out the 
Government gold reserve ? — I do not believe that they 
would enter into speculation of that sort. 

10.598. I notice, you said that we cannot raise the 
Bengal permanently settled revenue, and that it was 
difficult to raise the revenue of the temporarily settled 
tracts without laying ourselves open to a charge of 
unfairness ? — Yes. 

10.599. Has that difficulty prevented us, as a matter 
of fact, from raising the assessment of the temporarily 
settled tracts, wherever the periods fell in and we 
were justified by prices and other causes in raising 
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them? — That appeal’s to me to he a very different 
situation. 

10.600. I merely want to know the truth ? — It is 

suggested that you should impose a universal cess oil 
account of the depreciation of the rupee nil over 
India 

10.001. My reason for asking you is because it 
might be inferred from your evidence that the 
Government had not raised the revenue in temporarily 
settled tracts, on account of some supposed unfairness ? 
— I have said that we have taken all that we decently 
could. 

10.002. In the Central Provinces the revenue was 
being assessed when you were there ? — Yes ; I followed 
you. I should like to say that, while we have raised the 
revenue, having regard to prices there, we have never 
raised the revenue with an eye to the requirements of 
the Government. 

10,603. With reference to the use of railway rates 
for the purpose of taxation, I suppose you know that, 
if those rates were raised, the increased profits would 
not all go into the pockets of the Government ? — 
Quite so. 

10.601. A proportion would go into the pockets of 
the shareholders ? — -Yes. 

10.605. Therefore it would not be, financially 
speaking, a good method of raising revenue, because 
the whole proceeds of the tax would not go into the 
Treasury ? — Exactly. 

10.606. {Chairman.) I suppose, with the exception 
of the State railways, there is no case in which some 
proportion of the profits would not go to the share- 
holders ? — I think that is so — some proportion. 

10.607. (Sir C. Crosthwaite.) With regard to 
reducing expenditure, do you think that anything can 
be done by reducing the salaries of the covenanted 
civil servants ? — Not if you want to get the best class 
of men. 

10.608. Could anything be done by substituting 
natives for Europeans to any large extent in the 
Civil Service ? — I am entirely opposed to it. 

10.609. Y r ou would probably have to pay them 
the same? — You would have to pay them the same, 
and, as I say, the European element is not too strong. 

10.610. With reference to what you said of the 
suffering of the noil-agricultural population from the 
great increase in the cost of food — you admit that 
wages have risen ? — Wages have risen, but not as 
much as the cost of food. 

10.611. Do you hold that the falling rupee 
stimulates exports from India P — I suppose it must do 
so for a time — temporarily, at any rate. 

10.612. You think it stimulates exports like jute, 
which, to a certain extent, take the place of food 
grains ? — I should say so. This is not my contention, 
you know, but I think there is something in it, and 
something which ought not to be ignored. 

10.613. I suppose the agricultural population would 
cultivate those crops which would pay them best, 


irrespective of whether those crops are food grains or 
non-food grains ? — No doubt that is so. 

10.614. With regard to illicit coinage, I suppose 
machinery would be necessary to turn out rupees to 
any great extent? — Undoubtedly. 

10.615. And it would be very difficult for the 
coiners to get the machinery ? — It would be very 
difficult lor them to get the machinery, and still more 
difficult for them to work it without being found out. 

10.616. It would also be necessary to provide for 
the utterance of coins? — Yes. 

10.617. And to a large amount, if large profits are 
to be made? — Illicit coinage is a mere bugbear ; there 
is nothing in it. 

10.618. You do not think that any native hanker 
or merchant would lend himself to such a thing ? — 
No. 

10.619. You say you heard no complaints of want 
of rupees — of coins — in the interior of the country, 
but that you heard complaints of the high price of 
food. Nothing that the Government has done in the 
way of closing the mints, would increase the price of 
food, would it ? — Not so far as I know. 

10.620. So far as any contraction of currency has 
occurred, it would go the other way ? — Certainly. 

10.621. It would tend to lower prices? — It 
would tend to lower prices, if any tiling. 

10.622. (Mr. Holland .) Deferring to the diminished 
area of land bearing food grains, you say that there 
has been an enormous rise in prices. Will not that 
fact lead to an economic remedy — will it not lead to 
more land being devoted to tbe cultivation of food 
crops ? — As I said, there, has this year been a slight 
increase in relative proportions. 

10.623. And high prices will stimulate t.hafc ? — It 
ought to in all ordinary countries, but, as I say, India 
is very conservative. Tbe agricultural conditions do 
not respond with the same rapidity and directness that 
they do in other countries. They do respond, but 
not with the same rapidity and spontaneity. 

10.624. With reference to silver hoards, I suppose 
they are of two kinds, hoards of ornaments and hoards 
of rupees. The hoards of ornaments have depreciated, 
but the hoards of rupees have appreciated ? — Quite so. 

10.625. Have you any opinion as to the relative 
proportions between the two ? — Oh no, it would bo 
impossible to tell. 

10.626. (Mr. Le Ma.rchant .) You were discussing 
tbe prices of rice, and speaking of an increase in 
prices since the time that you went to India. Will 
you look at the Table in our Appendix entitled, 
“ Variations in the retail price of rice since 1861/ ” 
The column headed (i Patna ” gives the price of Bengal 
rice? — It is practically doubled, if you take those 
figures. 

10.627. Tf you take the 5 years ending 1865, the 
average price was 57, and if you take the 5 years 
ending 1895 prior to the famine, it was 107?- —Yes, 
practicaliy double, as I originally suggested. 


The W itness withdrew. 


Mr. 

R. C. Dnttj 
C.I.E. 


Mr. Bomesh O. Dutt, C.I.E. , called and examined. 


10.628. (Chairman.) You were selected for the 
Indian Civil Service at the open competition held in 
London in 1869 : — That is so. 

10.629. You joined the service in 1871? — That 
is so. 

10.630. Will you tell us your experience in the 
Indian Civil Service? — After serving in the lower 
grades, I held appointments as District Magistrate 
and Collector between 1881 and 1894 in various 
districts in Lower Bengal, and as Divisional Commis- 
sioner in Burdwan and Orissa Divisions between 1894 
and 1897. I retired in October 1897 after 26 years’ 
service. 

10.631. The Departments that you were in did not 
deal specifically with either currency or accounts ? — 
No. 


10.632. But they gave you the opportunity of 
studying the condition of the agricultural labouring 
classes ? — Yes. 

10.633. And it is with that experience and your 
knowledge of Indian affairs that you approach this 
question ? — That is so. 

10.634. I will first ask you what you thought of 
the closing of the mints. Had you any opinion at 
that time on that point ? — We were not consulted. I 
hardly knew anything about it. 

10.635. You were in India when the step was 
taken ? — No ; in 1893 I was in this country on 
furlough. 

10.636. You are aware, I suppose, that the rupee 

had been steadily falling for a large number of years ? 
— Yes. • - ' . 
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10.637. At the time when the mints were closed in 
1893, they were closed on the ground of the fall of 
the rupee being a very serious danger to the financial 
position of India? — I heard that vaguely in this 
country. 

10.638. Since you have been here, you have 
thoroughly mastered the new proposals of the Indian 
Government ? — In a general way, yes. 

10.639. Will you just say, in your own language, 
what you would like to say first as to the effect of 
those proposals ? — The first effect is likely to be this, 
that it would lead to a general increase of taxation 
in India. Because all the taxes are paid in rupees, and, 
by closing the mints, the value of the rupee has been 
enhanced, and, if the same number of rupees are 
taken now as were taken before, it means a real 
increase in taxation. 

10.640. Have you any figures as to what the raising 
of prices has been ? When you went to India in 1871 
the price of silver was 65 T \d. an ounce, and the average 
rate at which the Secretary of State sold his bills was 
Is. 10 \d. per rupee ? — Yes. 

10.641. The rate began to fall, I think, materially 
in 1878 or 1879, and, when the mints were closed in 
1892-93, it had gone down to Is. 2\d. ? — That is 
about it. 

10.642. That is a fall of 8 d. iu the rupee in those 
years ? — Yes. 

10.643. Did the proposals of the Government of 
India to arrest the fall of the rupee have the 
effect of raising its value? — Yes, 1 think it was 
Is. 2d., if I remember rightly, in 1893, and it 
is now nearly Is. 4c?., so that within this last 
five years the value of the rupee has been enhanced 
by 2d. as compared with gold. With regard to 
the fall from 187 1 to 1893, I may he allowed to 
explain that the Indian Government and the Pro- 
vincial Governments got a natural increase in their 
revenue in consequence of the fail. The land revenue 
and other revenues went up in this way. The 
prices in rupees rose all round ; the prices of food 
grains rose, and, as the Government in its recurring 
settlements made that a ground of enhancement — 
because the Government as landlord is entitled to an 
increase of rent if the price of the produce rises — 
there was a natural increase in land revenue. Then 
also with regard to the income tax ; as the incomes, 
estimated in rupees, went up, the Government got 
an increase of the income tax ; so that, while there 
was a fall in the value of the rupee from 1871 to 1893, 
Government was directly, and in a natural way, 
getting an increase in the revenues as estimated by 
the rupee. 

10.644. When you talk of an increase in the income 
tax, will you explain that further ? — Suppose a man’s 
income in 1871 was 1,000 rupees a year. If his real 
income remained the same, then, by the falling of the 
rupee, his income as valued by the rupee would be 
something like 1,200 rupees. 

10.645. What do you mean by his real income? — 
His income estimated by the produce of the country. 
I am speaking of people outside those in Government 
employment — not members of the Government 
service. I am speaking of merchants and traders, 
agriculturists, and farmers — people outside Govern- 
ment employ. 

10.646. You think there was such a rise in prices 
that, practically, profits were increased to that extent ? 
— Profits as estimated by the rupee. If a man’s real 
profits remained the same, the value of the rupee 
having fallen, his profits, as estimated by the rupee, 
must have risen. If his income was 1,000 rupees in 
1871, and if the rupee had in the meantime depreciated 
8 d., hi3 income in 1893, as estimated by the rupee, 
must have risen, and, therefore, the Government 
would get an increase in the income tax obtained 
from that man. 

10.647. Do you mean that they would get more 
, rupees? — They would get more rupees. The depre- 
ciation of the rupee has not been a loss to Government, 
because in this way there is a general increase in 
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taxation without making the burden heavier on the 
people — there is a general increase in taxation as 
estimated' by the rupee. 

10.648. Do you think that in India itself — I am not 
talking now* of external trade or payments out of 
India — the internal trade has increased ? — There has 
been an increase in the price of food grains within 
my experience. Between 1871 and 1893 there was 
a considerable rise in the price of rice. 

10.649. Was that accompanied by an increase 
in wages ? — To some extent ; and the landlords were 
able to increase their rents, and the Government in 
all cases, except where there were permanent settle- 
ments, were able to increase their land revenue on the 
basis of an increase of rents. 

10.650. What would have been the position of 
things if the rupee had remained stationary? — Then 
the increase of the land revenue would not have 
been so marked, as estimated by rupees. I will 
try to explain myself in this way. Suppose the 
Government laud revenue of a district not per- 
manently settled was 3 lakhs in 1871. In the 
22 years between 1871 and 1893, the prices of food 
grains rose ; where rice sold at 1 rupee 8 annas per 
maund in 1871, it sold in 1893 at, say, 2 rupees per 
maund. .In the same way there is an increase in the 
prices of wheat, barley, jawar, and bajra, and all the 
principal staple foods of India ; there was a general 
increase of prices in all food grains. Therefore, when 
the Government came to revise the settlements, it 
found that there was a general increase in the prices 
of food grains all over the country, and obtained a 
legitimate increase of probably a lakh of rupees solely 
on the ground of increase in prices. If there had non 
been that increase, the Government might have raised 
the land revenue a little, but certainly not so much, 
if prices had remained stationary. 

10.651. I was dealing with the connexion between 
the falling of the rupee and the rise of prices. Do 
you consider, for instance, the opening up of the 
European markets to wheat is a factor ? — It is a very 
small factor. 

10.652. Do you think the increased consumption of 
rice is a factor ? — I do not think so, for there has been 
an increased cultivation. I think the main reason of 
the rise in prices is that the rupee has depreciated 
between 1871 and 1893. And the land revenue, as 
estimated in rupees, has increased. 

10.653. Supposing, instead of the Government 
arresting by their action the fall of the rupee, they had 
allowed the fall to go on, ana that the rupee had gone 
down to 6d ., what do you think would have been the 
effect of that? — I hardly think it would be possible ; 
but, if it did go to 6d., it would not have made any 
difference, because the land revenue would rise at the 
very next settlement, ; the rise in the prices of food 
grains would be so considerable that, without any 
effort on their part, the Government would get a 
natural increase in their land revenue ; they wouia 
get a natural increase in the income tax, and a natural 
increase in the proceeds of almost every tax in the 
country. 

10.654. (Sir F. Mowatt.) You are assuming that 
the prices would immediately follow the tall of the 
rupee ? — Yes. 

10.655. It is on that assumption that your opinion 
is founded? — Either immediately or within a short 
time ; and my experience during the last 26 years in 
Bengal has been that, as the rupee has gone down, 
prices have risen. 

10.656. {Chairman.) Will you apply that now to 
the salt tax ? — I do not remember the incidence of the 
salt tax. 

10.657. The salt tax is now 2\ rupees per maund. 
That is a fixed sum? — The Government would be 
quite j ustified in increasing the tax in proportion to 
the fall of the rupee. 

10.658. Then take the excise duties and apply the 
same argument — I mean the duties on spirits and 
liquor. I want to see where you think the Govern- 
ment income would rise? — In this way. On the 
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Mr. liquor distilled in Bengal the Government imposes a 
ft. C. duty of something like 2 rupees for each gallon 

CJ.E. distilled. When the rupee depreciated and food grains 
30 Nov 189S f di rose ' m price, the Government would be justified 

in imposing 2 rupees 8 annas, or 2 rupees 12 annas, 

or 3 rupees. 

10.659. That is dealing with what the Government 
might do, but that is not what lias actually occurred. 
I understand your point to be this, that automatically, 
by the reduction in the value of the rupee, the revenue 
has increased ? — In most cases, excepting in those 
cases where the Government imposes an arbitrary 
sum, in which cases the Government has the power to 
increase that sum, and it would be justified in in- 
creasing that sum iu correspondence with the fall 
of the rupee. 

10.660. Now, your next point, I think, is that 
the Government have improperly appreciated the 
currency ? — That is my argument, and I find that 
that argument was taken up, as no doubt this Com- 
mittee is aware, in 1879 in a letter to the India 
Office, by the Treasury. I have an extract from 
that here. This question was discussed in 1879, 
and the India Office received a letter from the 
Treasury from which I will read this extract : 
“ In general, the object of such Governments ” — 
this is in reference to those Governments which have 
depreciated the currency in order to reduce their 
liabilities — a has been to diminish the amount they 
“ have to pay to their creditors. In the present 
“ case the object of the Indian Government appears 
“ to he to increase the amount they have to receive 
“ from their tax-payers. My Lords fail to see any 
“ real difference in the character of the two trans- 
“ actions.” That is in a letter dated 24th November 
1879. The proposal of the Indian Government to 
raise the value of the current coin of India, and thus 
to obtain from the ratepayers a really larger revenue, 
without ostensibly increasing the tax, appears to me 
to be open to the same objections. The injustice find 
the hardship are none the less real and none the less 
oppressive by reason of the fact that, instead of 
raising the amount of taxes 30 or 40 per cent., the 
proposal is to raise the value of the rupee to the same 
extent, or keep the value of the rupee high to the 
same extent. Such a proposal does not disguise the 
real increase in taxation, and does not minimise either 
its pressure or its arbitrariness. 

10.661. Your first objection is that practically this 
means a general increase of taxation ? — Yes, over and 
above the natural increase. 

10.662. Then, in the next place, you object to it 
with especial reference to the land revenue ? — Yes ; 
the Government of India is the receiver of land 
revenues in India. It receives fixed revenues from 
landlords in Bengal, and rents from actual cultivators 
in most other parts of India. I assume that, when 
the value of the rupee is artificially raised, or artifi- 
cially kept up to that point to which it has already 
been raised, the Government will not he disposed to 
make a proportionate reduction in the amount of its 
rents and land revenues. 

10.663. But what do you say about the fall that has 
already taken place in the value of the rupee since 
these rents were fixed ? — Do you mean in Madras or 
Bombay ? 

10.664. Anywhere ? — In consequence of the fall of 
the value of the rupee, the rents have already been 
increased, as I explained just now. 

10.665. That would not apply in the first place to 
the permanent settlements ? — No, I am speaking of 
other places. Settlements are continually going on. 

10.666. In individual cases ? — In some parts 
settlements have taken place; .n others, settlements 
are going to take place; so that, if there has been a 
rise in prices through the fall of the rupee, the 
Government has either got the advantage of it, or is 
going to get the advantage of it. But, by increasing 
the price of the rupee, you, not automatically but 
suddenly, raise the land revenues all over India. 
Take Bengal, for instance, where the revenues are 


permanently settled ; some zemindar has engaged to 
pay, say, 50,000 rupees as the revenue of his zemin- 
dary, and he has paid that sum since the permanent 
settlements — since 1793; now the rupee is raised 
from I,?. 2d. to 1.9. 4 d., it may possibly go higher, 
but it has been raised from Is. 2d. to Is. 4d. 
Therefore, in place of the 50,000 rupees which he 
has been paying since the permanent settlement, by 
raising the rupee 2d. you impose a real addition to 
the amount of revenue paid by him. 

10.667. But you must go further back. When 
the Cornwallis settlement was I made, the rupee was 
worth really more than 2s. The Government, of 
course, have lost by that ? — In the permanent settle- 
ment tracts the Government have lost and the people 
have gained, and the agriculturalists have greatly 
benefited by that. The condition of the Bengal 
agriculturalist has greatly improved on account of 
the rise in prices, and the Government has derived 
advantage from the increased prosperity of the 
cultivators. 

10.668. But do you not think the zemindars have 
increased their rent ? — To some extent they have, 
but the great benefit is derived by the Government 
themselves, and not by the landlord. In other parts 
of India — leaving out those places where the revenue 
has been permanently settled — the land revenue has 
adjusted itself, or is going shortly to adjust itself, 
according to the rise of prices. Now, by suddenly 
increasing the value of the rupee, there is a further 
increase in land revenue. In Madras, for instance, 
the land revenue of a district may have been 3 lakhs 
of rupees ; it will be 3 lakhs of rupees now, but of 
rupees of an enhanced value. Therefore, by this 
action of the Government, there is a sudden increased 
demand by the Government over and above the 
natural increase which it has received already. In 
order to explain this better, I have prepared this table 
of figures, which has been placed before every member 
of the Committee, which will show that in nearly 
every division in India there was a fall in the prices 
of food grains immediately after the closing of the 
mints, in the Punjab, in the North-West Provinces, 
in Bengal, in Bombay, iu Madras, in Assam, and 
in the Central Provinces. I have compiled these 
figures from the hook called “ Prices and Wages in 
India,” annually published by the Government of 
India ; and I have given the reference to the pages 
from which I have compiled my figures. [For this 
1'able, see Appendix. 

10.669. You say there has been a fall in prices 
since the closing of the mints P — Immediately after 
the closing of the mints. 

10.670. (Mr. O' Conor.) The prices of 1892 were 
extraordinary high. (Witness.) 1 have taken 1893-94 
together, and 1894-95 together, and I find that 
in every division almost there lias been a fall in prices. 

I have taken division by division, in order to show 
that there is not only a fall in the different provinces, 
but that there is a fall in prices all over India in 
almost every division. I cannot myself explain that 
in any other way excepting by imputing it to the 
closing of the mints. I was in Bengal myself in 1892, 
1894, and 1895 (I was absent in 1893), and the fall in 
prices in 1894-95 was certainly not owing to any 
abundant harvest, because there was scarcity in some 
parts of Bengal in those years, and there was scarcity 
in the North-West Provinces, so that naturally you 
would expect that prices would range high in 1894 
and 1895. Instead of that, prices apparently fell 
in all parts of India. What I am driving at is this, 
that, although the prices fell, the cultivators had to pay 
the same amount in rupees. When they sold their 
wheat, say, at 13 seers for the rupee, they paid a 
certain rent; when prices fell to 15 or 16 or 17 seers 
the rupee, they got less by the sale of their wheat, 
but they had still to pay the same rent. In other 
words, it was an indirect increase in the rental .ill over. 

10.671. {Chairman.) Supposing prices had risen? 
— The zemindars would have veiy soon got an 
increase. 
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10.672. But take the other parts ol: India, where 
there are no zemindars ? — Then the Government would 
have got an increase in the next settlement. The 
cultivators would have got an advantage for some 
few years, and then the Government would have had 
its own share. 

10.673. Sooner or later, you say, it would amount to 
raising the land revenue ? — Yes, according to the rise 
in prices. 

10.674. Then you say that there is another and a 
still graver objection to the proposal. Will you 
explain that ? — The millions of agriculturalists and 
labourers in India are indebted to moneylenders 
and mahajans, and the debt is, in many cases, 
reckoned in rupees, and not in grain. To artificially 
enhance the value of the rupee, or to fix the value at 
the rate to which it has been already artificially raised, 
is to increase the indebtedness of the cultivators and 
labourers of India to moneylenders and mahajans. 
The measure serves to add to the profits of the 
prosperous classes who feed on the distresses of the 
poor, and to add to the weight of the millstone which 
the poor and indebted classes carry round their necks. 
Throughout the bazaars and money markets of India, 
the effect of raising the value of the rupee is to 
add to the profits of the rich moneylender, and to 
enhance the liabilities of the poor cultivator who has 
a debt. I may only add to this, that even this point 
Was touched upon in that Treasury lener to which 
I referred just now. In paragraph 20 of that 
letter from the Treasury to the India Office, dated 
24th November 1879, there is this passage: — “ This 
relief” — that is the relief to those people who get 
their ’ pay from the Government — “ will be given at 
“ the expense of the Indian taxpayer, and with the 
66 effect of increasing every debt or fixed payment in 
“ India, including debts due by ryots to money- 
“ lenders.” That is exactly the point I have tried to 
explain. 

10.675. What was the state of things when that 
proposal was made ? The then value of the rupee was 
Is. 8d., and the Government proposed, did they not, 
that it should be at once raised to 2s. ? — Yes. 

10.676. Is it not against that proposal that the 
Treasury letter is directed ? — I believe that is so, anti 
I think what we are doing now is much the same 
thing. 

10.677. That was a distinct proposal to raise the 
value of the rupee, which had been for a long time, 
and was then, about Is. 8 cl, to 2s. At the present 
time the proposal is to prevent any further fall ? — 
But it has been raised by the closing of the mints 
from Is. 2d. to nearly Is. 4 d., and the proposal is 
to keep it at that. 

10.678. Assuming it to he fixed at Is. 4 d., that 
would be raising it, that is what you mean ? — Yes, 
then I was referring to paragraph 18 of the same 
letter, in which the Lords of the Treasury go on to 
say, “ It alters every contract and every fixed 
payment in India.” Virtually what it is proposed 
to do now would have very much the same effect. 
If the value of the rupee is kept at its enhanced 
rate by the action of the Government, it really adds 
to the indebtedness of the cultivator to the money- 
lender. The cultivator’s income estimated in rupees 
has gone down ; it went down during those two years, 
1894-95, but then, of course, prices rose again during 

' the famine years. I have not taken famine prices into 
consideration, but it stands, to reason that, if the value 
of the rupee is artificially raised, the income of the 
cultivator, estimated in rupees, must fall, but his in- 
debtedness to the moneylender, where it is reckoned 
in rupees, remains the same. Where he is indebted to 
the extent of 100 rupees to the moneylender, the 
moneylender will claim his 100 rupees, although the 100 
rules' now represent a larger quantity of rice or wheat 
than before. Probably the whole produce of the field 
was 100 rupees before, now the produce of the field 
would not amount to 100 rupees, but the cultivator 
instill .indebted jto the extent of 100 rupees ; so 
that, ifeekoned by his income, (and the income of the 


cultivator is in the produce of the soil) his indebtedness 
to the mahajan is increased all round. 

10.679. You assume that prices fall as soon as the 
exchange value of the rupee is raised ? — I assume that, 
because it must be so; and because our experience of 
those two years shows that it has been so in the past. 
In the years 1894-95, from the figures that I have 
given, it is clear that immediately after the closing of 
the mints the value of crops went down all over India ; 
and it stands to reason that, if the value of the rupee 
is enhanced, the value of everything, estimated in 
rupees, must fall. When the rupee is artificially 
raised, the value of everything must fall. Therefore, 
by the sale of the produce of his field, whether it is 
rice or wheat, the cultivator will get, in the number 
of rupees, less than he got before. 

10.680. What have you to say about silver hoard- 
ing ? — Before leaving this, I would ask permission 
to say that I think it is sometimes stated that the 
indebtedness of the agriculturists to the moneylenders 
is in grain and not in money. I wish to explain that 
it is so in some cases, hut in many cases the indebted- 
ness is in money. In many cases that I know of, in 
Bengal villages, the debt is estimated in rupees, and 
the debt is not contracted all of a sudden. Just after 
the harvest, probably, the cultivator pays off liis debt, 
and then he goes on borrowing o rupees or 10 rupees 
from time to time. When he has to marry a soil or 
daughter, or has some domestic expense of some kind, 
he goes to the moneylender and gets money advanced 
till the harvest time comes, and then much of the debt 
is cleared off. But what I want to point out is that 
much of his indebtedness is in rupees. There is a 
portion of it in grain, hut much of the cultivator’s 
indebtedness, in Bengal at any rate, is in rupees. 
Therefore, to that extent, his indebtedness is increased 
by your artificially adding to the value of the rupee. 

10.681. You are assuming that the debt has all been 
contracted at one specific period and is all going to 
be paid off at another ? — It is annually contracted or 
runs on. 

10.682. But, for instance, during the last 12 months 
the rupee has been at 1a*. 4 d. In 1893 it was at 
1,9. 3d. nearly, and in 1894 it was Is. 2 Ad. Then 
it went down to Ia*. Id. ; then it began to rise, and 
now it is at I a*. 4 d., you may say. But the people 
who contracted those debts contracted them when the 
rupee was worth 1 , 9 . Ad. or more, and that extends 
back ? — But the debt is renewed from time to time. 

10.683. It is renewed in rupees ? — Yes, with the 
interest, and it is paid off also in the harvest time, 
if there is a bumper crop. 

10.684. I want you to explain this. Supposing it 
is an annual loan ; suppose a man raises money on 
his crops and pays his debt when the crops are sold, 
he pays and receives according to the then rate ? — 
Yes. 

10.685. The injustice would arise if the man 
borrowed when the rupee was worth 1,9. and had 
to pay it off when the rupee was worth ]s . Ad . ; but 
that cannot occur in one year ? — The practice is not 
uniform. Sometimes the loan is annual, sometimes 
it is for two or three years. 

10.686. But so far, with the exception of three or 
four years between 1892 and the present time, the rate 
was always above 1-9. Ad. ? — Yes. 

10.687. Every liability in India, prior to 1892, was 
raised on the basis of more than 1,9. Ad. ? — Yes. 

10.688. Therefore — I am assuming this for the 
sake of argument— fixing the rupee at 1.9. Ad. would 
not he an injury, on your hypothesis ? — For those old 
debts, no. 

10.689. Nor would it be for those debts contracted 
in the last two years when the rupee was at ls.\ Ad P 
— I did not know it was l.v. Id. in the last two years. 

10.690. It has been steadily rising. Your argu- 
ment, whether sound or unsound, would only apply 
to debts contracted in the three years 1894, 1895, and 
1896 ?— Yes. * 

.10,691. And to settlements ' made in those three 
years? — Yes, and a great portion of the settlements 
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JR. C. Dutt , lation of India are of those years. The civil law is price of silver and coined silver. 

C.I.E. that, unless a debt is revived within three years, it 10,698. The bazaar price is what ? — About .10 or 

lapses, and most of the current agricultural debts in 11 annas per tola. In the last 20 or 30 or 40 years, 

3 0 Nov. 189 8. J nc u a are 0 f t h e last three years, and those debts have when the cultivator went into the bazaar to buy silver, 

been virtually increased by enhancing the value of the he paid at the rate of 11 or 15 or 16 annas per 
rupee. tola. They have always made their purchases of 

10,692. Now will you come to the matter of jewellery for their women at this rate. Now, if they 
trinkets ? — All that the poor people in India can go to sell their silver ornaments, they get a third 
possibly save in years of good harvest is saved, not in less. Therefore it is virtually a confiscation of a third 

savings banks, which do not exist in India for the of what they have paid for their jewellery, which, 

poor, but in silver jewellery and trinkets for their as I have explained, represents the savings of the 
women. Practically, all the spare wealth which the people of India. 

cultivating and labouring classes have in India is in 10,699. You say that “ the proposals of the 

this form ; and, in years of scarcity and famine, all this “ Government of India are calculated to add to its 
silver, ora great part of it, is sold in the affected own liabilities/’ Will you explain that? — There 
districts in order to procure food grains. The pro- I was referring to the rupee paper — the Government 
posal of the Government of India is virtually one Securities, as we call them in India, 
to confiscate about a third of the poor man’s 10,700. You contend that it will increase the 

savings in India. The value of the rupee being charge for interest on those securities ? — Yes, it 
artificially raised, the silver bangle or bracelet in virtually raises the value of the securities, because the 
which the cultivator has invested all his savings sells rupee is raised. 

for less than what it cost, and thus, by one stroke 10,701. You say, “the debt of the Government of 
of the pen, the Government of India reduces what India is partly in rupees, and, by adding to the value 
is really the national wealth of the poor in India, “ of the rupee, you add to the debt ” ? — Yes. The 
in order to meet its own liabilities on somewhat easier indebtedness is mainly to moneyed classes in England, 
terms. No proposal likely to affect in a similar and the net result of the proposals, therefore, will be 
manner the savings of the poor could be entertained to add to the indebtedness of the people in India to 
for a moment in England ; and it is possible to con- the money-lenders of England. Where the Govern- 
ceive that, if such a proposal was made in a poor ment borrowed a thousand rupees of small value, the 
continental country like Italy, the masses would rise Government now virtually tears up the old bond and 
in rebellion from one end of the Peninsula to the executes a new one for a thousand rupees of enhanced 
other. The Indian Government is stronger and more value. 

absolute than the Government of Italy, and the 10,702. That again will only apply to the borrowing 
responsibility, therefore, of saving the interests of the that has taken place in those three years, and the bulk 
poor, and of taking no action injuriously affecting the of the rupee debt was contracted before. Therefore 
savings of the poor, is all the greater. the Government gains now ? — Yes, my remark applies 

10.693. How‘if the savings were hoarded in rupees ? to what took place in the last three years. 

— There is very little of that. 10,703. You say, “ the proposals of the Indian 

10.694. We will not go into the quantity of it, but cc Government mean a general increase in the pay 
what is the proportion? — Of course that would “ and perquisites of all officials who arc paid in 
increase in value, but there is very little saving “ rupees.” Will you explain that: do you draw 
in rupees in Bengal. I have been in a great many there any distinction between the incomes that have 
districts in Bengal, and practically all the wealth to be remitted out oflndia, and the incomes that are 
of the cultivating classes is in the silver jewellery spent in India ? I will tell you why I want to ask 
of the women. I have been in districts that were this question. The evidence that has been given here 
affected by scarcity and famine. I remember that, is that inside India a rupee goes now as far as it used 
after the great storm wave and cyclone in 1876, 1 was to go, practically; that there has been no appreciable 
sent to a place where the cultivators had practically difference made in the internal value of the rupee ? — 
lost all their paddy and rice. Previous to the calamity It goes further, I should say, from the prices which I 
the people in this place had been very well off, and have quoted here. 

for nine or ten months they supported themselves 10,704. We have had evidence to the effect that, 
by buying shiploads of rice, paying for it by the pro- for all practical purposes, that is so ; that is, if I have 
ceeds of the sale of the jewellery of their women, an income of 1,000 rupees a month and I have 
That was in 1877. The cyclone was in 1876, and to spend that in India, that 1,000 rupees will go 
this distress was in 1877. I happened to be sent just about as far ' as it would have done 10 years 
to the island which was most seriously affected by this ago ? — Well, there has been a fall in the price of food 

cyclone and storm wave. On the greater part of that grains, and that means an increase of pay to those 
island the crops were totally destroyed. If such a who get the same number of rupees as before, 
thing had happened in other parts of India it might 10,705. Suppose I have in India an income of 
have been followed by a famine, but here the cultiva- 1,000 rupees per month or 12,000 rupees a year, and 
tors were very well off, and their women had a quantity if I am obliged to remit 600Z. a year to England for 
of jewellery, and, as a matter of fact, they brought the maintenance of my family, then at a shilling rate 
out these silver ornaments in order to raise money I should not have much left ? — I was referring only 
to tide over their temporary difficulty. I did not see to what is spent in India. I say the proposals of the 
that they brought out hoarded rupees ; in fact, the Government of India mean a general increase in the 
hoarding of rupees is rather the exception in Bengal. pay and perquisites of all officials who are paid in 

10.695. In the case of ornaments bought previous to rupees. There, of course, I refer to all. officials, 

1893, what would be the difference between the value including those who are natives of India, and who 

at the time of purchase and the value now? — They spend <their pay in India. I say the poorer and 

paid one rupee for a tola of silver, which is the indebted classes, who deserve relief at the hands of 

rupee weight. They take the silver things to the the Government, are crushed by an addition to their 

bazaar, and now they get 10 annas for the tola. That taxes, by an addition to their indebtedness, and by a 
is where they find the difference. reduction of their savings, while to the fortunate 

10.696. The price is regulated by the market value classes who are in the Government service, or who 
of silver? — -The value to the cultivator when he draw their pensions in rupees, the Government makes 
purchased his ornaments was about 14 to 16 annas a real donation in the shape of an unearned increase 
per tola. Now, for the first time, a difference is made to their pay and perquisites. 

between the price of silver and the coined silver. 10,706. The gist then of this is that you regard 

10, 697., No; the difference that, is made is this, raising the value of the rupee as adding to the national 
that you cannot take silver and have it coined ?— -The debt of the people of India and to the high price 
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which their foreign administration costs? — Their 
administration generally, because I am referring to 
the native employees also. 

10.707. Then will you tell us how you think these 
proposals have an effect on the manufacturers of 
India? — On that point I should premise that my in - 
formation is second-hand, because I am not personally 
engaged in manufacture or trade; but I have consulted 
men engaged in trade, and they tell me that the raising 
of the value of the rupee artificially dislocates trade, 
and has injured manufacture. I have heard from 
merchants engaged in Bombay in the cotton industry, 
that the cotton industry is in a miserable state just 
now, especially in competition with the produce from 
China and Japan, and they impute that, directly or in- 
directly, to the closing of the mints. It is well 
known that many of the manufactures of India have 
been all but ruined — within the memory of living men 
— by an unequal competition with the steam and 
machinery of Europe. I have myself, within the 
period of my service, visited villages of weavers almost 
deserted, and relapsing into jungle, manufactories 
of various Indian dyes, which have been closed and 
abandoned, and industries in metal and in leather, 
which are declining. It is useless to complain of this, 
it is useless to expect, in these days of free trade, that 
any sort of protection would be extended to the dying 
industries of India by the British Government. But 
it is not unreasonable to expect that the Government 
will refrain from taking any direct action calculated to 
further repress the declining Indian industries. If 
India had representative institutions, the representa- 
tives of the cultivators and manufacturers and 
exporters would have unanimously raised their voice 
against artificially raising the value of the rupee. In 
the absence of such representative institutions, the 
Government of India represents the interests of the 
people, and a moral obligation rests on the Govern- 
ment not to sacrifice the interests of the people to the 
demands of special classes, however strong and how- 
ever influential. British trade is prospering with 
other Asiatic countries having silver currencies ; why 
should British traders demand, in the case of India, a 
fixed ratio between gold and silver, which they cannot 
demand from other Asiatic countries ? The people 
of India do not ask for it ; the people of India will 
not profit by it ; the people of India are likely to lose 
in a variety of ways, as indicated above, by the 
artificial raising of the value of the rupee. And the 
Government of India, naturally representing the 
people, and standing forward as the protectors of 
their welfare, should reject a scheme which the 
people do not want, and cannot profit by. What I 
ask is that no further impediment should be placed 
in the way of manufactures by the closing of the 
mints, and by the direct or indirect consequences 
arising from that. It is my opinion, derived from 
merchants, both in Calcutta and in Bombay, that the 
closing of the mints has very seriously affected the 
cotton industry of Bombay, the sugar industry in 
Bengal and in Northern India, and several other 
industries in India, and especially industries which 
are affected by the products of those countries which 
have silver currencies, like China. 

10.708. You think it has affected the competition 
with China? — Yes. 

10,700. Do you regard it as giving a bonus to 
China as against India ? — That is the opinion of the 
merchants I have consulted. 

10,710. You say, “ The proposal of the Govern- 
« ment of India is not the natural or the proper 
“ remedy for that increasing draiu which is annually 
<< flowing from India to England, in the shape of 
«< pay, and pensions, and allowances ” ? — The allow- 
ances are paid in England in gold, and, instead of 
reducing its gold obligations, which is the natural 
and the proper remedy, the Government seeks to 
adopt the unnatural and desperate and dangerous 
remedy of converting all its revenues in India into gold. 
;Let us suppose the case of an Indian' landlord, who 
from his estate in rupees and has to 


pay an agent in London in gold. What would courts 
of justice and equity thick if the landlord preferred 
suits to realise his Indian rents in gold, on the ground 
that he has to pay one London agent in gold ? His 
prudent and proper course would be to minimise his 
Loudon expense, and, similarly, the natural and 
proper remedy for the difficulties of the Government 
of India would be to carry on the administration of 
India, as far as it is consistent with efficiency, through 
the instrumentality of the children of the soil, whose 
pay and pensions have not to be defrayed in gold. I 
say that an endeavour ought to be made, as far as is 
compatible with efiicient administration, to reduce its 
expenditure ; to have as much work done in India by 
the natives as possible, and, I think, with the spread 
of education in India, it is possible now to utilise the 
people of India to a larger extent than is done now 
under the existing rules. Under the existing rules, the 
higher services in all departments are recruited from 
England, and, therefore, from among Englishmen ; not 
only the Indian Civil Service, which includes the 
Executive and Judicial services, but also the Engineer- 
ing Department, the Post Office Department, the 
Opium Department, the Forest Department, the 
Medical Department, and the Education Department. 
In all those departments — I do not know why, but it 
is a fact — the higher posts are almost invariably 
filled by Englishmen. The result, of course, is that 
there is a greater drain from India to this country. 
When these people retire from the various services, 
their pensions have to be paid by India, and remitted 
to this country. My idea is, even from this financial 
point of view, it is now desirable that, education 
having spread in India, a greater proportion of the 
higher posts in ihe service should be allotted to the 
people of India. 

10.711. At reduced payments ? — Reduced gold pay- 
ments — at reduced payments in the first instance, and 
also reduced gold payments. 

10.712. You think, generally, that there might be 
a great reduction of expenditure ? — Yes. 

10.713. Both military and civil? — Yes. 

10.714. Then you say, “ the proposal of the Indian 
“ Government withdraws the natural check which 
“ now exists against extravagant expenditure and 
“ unlimited borrowing in England.” I do not quite 
folk* w that. First of all, you can borrow in England 
at a very low rate of interest ? — Yes. 

10.715. Is it an advantage to India to have English 
money spent in productive works in India ? — If the 
Government have to borrow, it is certainly an advan- 
tage to be able to borrow at low rates ; but, I say, an 
earnest attempt ought to be made to reduce our public 
debt, as has been done in England during the last 
50 years. 

10.716. What is the public debt of India? — The 
debt has gone up by 63,598,000/. sterling in the last 
20 years. 

10.717. Would you define what you mean by “the 
debt ” of India ? — I am speaking of the total debt, 
including railways. I will distinguish that afterwards. 

10.718. But that is all important. Of course, 
where we have made such very large and successful 
efforts in this country to reduce our debt, the debt 
is represented, so to speak, by nothing — there is no 
property against that debt; it was a debt incurred 
for public purposes at the time, and there was no 
reproductive return upon it. Therefore, it i s a 
burden upon the taxpayers of the country, and we 
have a sinking fund ; and when we reduce the debt, 
as you very properly say, that is an advantage to the 
country. But let me put this extreme case : Suppose 
this country had to take over the whole railway system 
of Great Britain, and had to pay 1,000,000,000/. — 
which, I suppose, is a very moderate estimate — 
would you say that the debt of this country was 
increased by 1,000,000,000/.? — I will take the two 
things separately, as you desire. 

10.719. If you please. I wanted to be quite clear, 
because my impression is that for the year 1898-99, 
the year we are now in, the charge for the debt 
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proper of India is a lower .figure than it has ever 
beeu since the Mutiny. I lmve the figures here from 
the parliamentary return ; 15 years ago, the charge, 
in 1884-85, wiis Rx. 3,907,8 48. This year the 
interest on debt is Rx. 2,448,000? — I take the 
dgures for the last 20 years, according to Sir Henry 
Waterfield’s evidence before this Committee. He says, 
“ the tofal increase of debt in this country within this 
period is 63, 598, 000*,.” Against that he shows a 
total capital outlay on public works of 61,036,000/. 
sterling. If you take that completely away from both 
sides, the debt within the last 20 years, which have 
been years of continuous peace inside India, has not 
been reduced at all, according to Sir Henry Waterfield’s 
evidence. He says, what wc have spent on productive 
works— in which he includes, I suppose, railways, 
canals, and irrigation works — is more than covered 
by the debt that we have incurred in this country. 
TVe have spent on public works about 61 millions, we 
have borrowed 631 millions. So that, if we deduct 
all that has been "spent upon public works, and so 
forth, and on the other hand all that we have 
borrowed in England, our net indebtedness, instead 
of being reduced, as lias been done in this country, 
has increased in India by 24 millions in these 20 years. 

10.720. But. the fall of the rupee alone involved 
the Indian Government in borrowing 6,000,000/. 
sterling ? — But the fall of the rupee has directly 
increased the revenues of the Indian Government. 

10.721. Dividing the debt into the debt in India 
and the debt in England, the excess of assets in India 
(such as railways, irrigation works, loans to corpora- 
tions, fee.) over the debt in India is Rx. 29, 189,000. 
As against this, there is a balance of liabilities over 
assets, so far as the debt in England is concerned, 
of 55,675,000/. So that, when the Secretary of 
State put his Budget before the House of Commons 
last session, the real debt of India, which represents 
the Mutiny and all the military operations that have 
taken place in India, is the difference between the 
liabilities of 55,675,000/. in England, and the assets 
of Rx. 29,489,000 in India. You can hardly find a 
parallel to that state of things. All I want is, that 
you gentlemen, who influence public opinion — quite 
legitimately — amongst your own people, should not 
think that your country is as poor as it is sometimes 
supposed to be ? — I should like to learn that from 
you. 

10.722. The interest upon the debt of India is this 
year only 2| crores ? — Will you allow me to take 
these two things separately. I will leave out of con- 
sideration railways now, and I will say that, taking 
Sir Henry Waterfield’s figures, there has not been 
any reduction in the public debt of India in the last 
20 years. Those 20 years have been years of un- 
interrupted peace, during which there has been a 
great deal of reduction of the public debt of England ; 
and, I say, there ought to have been a very consider- 
able reduction in the public debt of India. 

10.723. Do you say there has been a period of 
uninterrupted peace for the last 20 years ? — Yes. 

10.724. What do you say to the Afghan war ?-• 
That only cost 3,000,000/. You mean the war last 
year ? 

10.725. No, I mean the Afghan war ? — That is 


20 years ago. 

10.726. Since 1880 the English Exchequer has 
voted 5,000,000/. towards the cost of that war? — I 
know. It was a war outside India. 

10.727. At any rate, you cannot call it a period of 
uninterrupted peace ? — Leaving out the expense of the 
Afghan war, which was a war outside India, we have 
made no reduction in the public debt of India, and we 
ought to have made a reduction. An endeavour 
ought to have been made during those years of peace 
to bring down our public debt, so that we might 
borrow again when it was necessary to do so. And 
I further say that the people of India — say one 
financial representative from each of the five great 
Provinces — ought to be consulted by the Govern- 
jnent $ they should form a committee, and some 


place should bo found for them in the Viceroy’s 
Executive Council, in order to advise the Viceroy and 
the Finance Minister in preparing every year’s 
Budget. A systematic endeavour should be made to 
reduce the net public debt in every year of peace. 
That is my first contention. My next point is with 
reference to railways. 

10,728 You say : “ Every fresh loan contracted in 
“ England by the Indian Government is hailed in this 
“ country as a further opening for profitable iuvest- 
“ ment ; every fresh order for tools and machinery and 
“ rails pleases great English manufacturers ; every 
“ new line opened in India is a new opportunity for 
“ English capitalists and manufacturers.” Do you 
not think all those things a great advantage to India ? 
— The first lines of railway were a great advantage 
to India, and they would have been cheap if we had 
had to pay twice the amount that we have paid for 
them ; but 'the new lines which are being added now, 
from year to year, are not so much for the benefit of 
the country. I remember the condition of India 
20 years ago. At that time all the main lines 
had been opened. The new lines that have been 
opened since have not added much to the develop- 
ment of trade ; they have been constructed, rather, 
with regard to local interests. Take one of these 
newly opened lines in Bengal, which connects North 
Behar with Assam. The great mass of the cultivators 
and traders of Bengal did not ask for that line, and 
have not, as far as my information goes, benefited by 
that line. 

10.729. Who have found the money for that line ? 
— I do not know. 

10.730. Do you refer to the Assam - Bengal 
Railway ? — Yes. Nobody travels that way — that; is, 
in the natural course of trade ; the trade is all between 
Calcutta and the northern part of Bengal. The line 
may be for the interest of some particular class, but 
we do not know why the line was laid down. We are 
never consulted in these things. 

10.731. But is not that a matter for the people who 
find the money ? In this country there have been 
railways made from nowhere to nowhere, but, after 
all, the loss, if there is a loss, is the loss of the people 
who put their money into the line ? — Exactly ; but in 
the case of India, it is the people of India who put 
their money into the line. 

10.732. No ? — We are held liable for the guar- 
anteed profit, which comes to the same thing. 

10.733. (Sir J. Muir.) Is there a guarantee in the 
ease of the Bengal and Assam line ? — I believe so. 

(Sir C. Crosthwaite.) There is a guarantee, I 
think, in the case of the Assam-Bengal Railway. 

10.734. (Chairman.) But the capital was all found 
in this country ? — The capital was found ; but, so far as 
the Government gives a guarantee, we, the people of 
India, are responsible for finding the guaranteed 
profits from our taxes. 

10.735. The guarantee comes in if the traffic is not 
sufficient to pay ? — Yes. A second instance, I would 
say, is the line from Assam to Chittagong. That 
goes over a very wild and hilly country, and I doubt 
if it will ever pay. It certainly has not developed, 
and will not develop, the trade of that part of the 
country, because there is hardly any produce at all in 
that part of the country. 

10.736. Mr. Campbell .) Has that a guarantee? — 

I have no information, but I believe it has. 

(Sir C. Crosthwaite.) It is part of the Assam- 
Bengal line. 

10.737. ( Chairman.) Let us assume, for the sake of 
your argument, that the Indian Government have not 
always sanctioned the best railways, as the English 
Parliament has not always sanctioned the best railways. 
We are now dealing with the development of railways 
throughout India by English capital. Is not that to 
the advantage of the people of India ? — Certainly ; but 
I say that what we are doing lately is different from 
the main lines that had been constructed before. By 
1878 the whole of the trade of India had found proper 
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and legitimate outlets, and the money which has been 
spent since has not to the same extent developed trade. 

10.738. Then how do you explain the increase in 
t rathe, the tonnage and the passenger revenue ? 
— That is mostly along the main routes constructed 
before. 

10.739. The traffic must be taken as a whole. 
Taken as a whole, the system of Indian railways, 
including the railways which are not productive, 
shews a net return on the capital cost of about five 
per cent. ? — But I find by the last Railway Adminis- 
tration Report, which I have no doubt the Com- 
mittee have seen, that the total loss to the State 
up to that date was 57 crores of rupees, out 
of which about one -half, 284 crores, had been lost 
in the last 20 years. I do not condemn railways ; 
we wanted railways to develop India, and we must 
pay for them, even if it is a losing concern ; but 
what I object to is the unlimited extension of railways 
at an increasing charge to the taxpayer, after all the 
main lines have been opened out. 

10.740. What do you mean by unlimited extension ? 
— I mean what is going on now. 

10.741. But there is no unlimited extension. 
Government sanction has to be obtained ? — No doubt 
there is the engineer’s report and the Government 
inspector’s report, and all the rest of it, but what 
I object to is that the people themselves are not 
consulted. 

10.742. I do not want you to think that these 
railways in India are sanctioned without con- 
siderable caution — indeed, I think a great excess 
of caution. I believe that the interests of India 
would be much better met if the Government gave a 
freer hand in the construction of public works ; 
and, if English capital goes out there at a low rate 
of interest, I do not think India has any ground of 
complaint ? — But all tins is adding to our indebtedness, 
and it is a losing concern, according to your own 
showing — according to the last report published for 
the year 1897-98. We have lost 57 crores of 
rupees, and, of that, 28 4 crores have been lost within 
the last 20 years. We should not abandon the railway 
system altogether, but we should be cautious, and I 
think the representatives of the people should be 
consulted before any new lines are sanctioned. There 
is a railway now under consideration from Mandalay 
up towards China. Well, it will probably be years 
and years before that will pay, and at the same time 
we have either to pay for the construction of it, or 
to guarantee some profit to the capitalists out of 
our taxes. These are matters in which, I say, we 
ought to be consulted. The whole thing is being 
overdone — to the advantage of the capitalists and 
manufacturers of this country, and to the loss and 
disadvantage of the people of India, who are not 
consulted. That is my contention. 

10.743. Now is there any other point that you 
want to bring forward ? You say, a the only check 
“ which now exists is that the interest of the capital 
“ so borrowed has to be paid in gold.” In some 
cases it is the fact, is it not, that the interest on the 
capital is. paid in rupees? — Yes, if you wish to 
borrow ; but the point I wish to make is this : that an 
attempt ought to be made to reduce our expenditure. 

10.744. That is really not before this Committee. 
We have to consider the question here, whether it is 
desirable to introduce a gold standard and gold 
currency intp India, and whether it is desirable to 
have a stable rate of exchange ? — What I have said 
would come directly under that, because the necessity 
for adopting a gold standard, or forgiving a gold value 
to the rupee, would disappear to a great extent, if the 
expenditure were so reduced as to make our income 
meet our expenditure. The loss of which the Indian 
Grovernxnent complains would not exist' if more 
economy were practised, and the expenditure of India 
were reduced. 

10.745. Have you considered that, if no step was 
t^ken, and the rupee went to its bullion value, and 
assuming that silver went no lower, you would require 


at the present rate of expenditure in India something 
like an increased income of 12 crores ? — I have heard 
that stated. I find, in the first place, that a great 
portion of that 12 crores could be knocked off by 
a little economy. 

10,740. You think that, by economical arrange- 
ment, the 12 crores could be saved ? — A considerable 
portion of it; and the remaining portion could be met 
by the natural increase of revenue which the very 
fall of the rupee would give rise to, as I have 
explained. 

10.747. Then, taking your opinion as a whole, you 
would face that emergency and let the rupee go to 
bullion price ? — Yes. I would have no hesitation 
whatever about that, because I am convinced that 
the revenues estimated in rupees would rise, as they 
have risen in the past, with the fall of the rupee ; and, 
secondly, that a good deal of saving could be effected 
if we practised economy in India. 

10.748. For all those reasons that you have very 
clearly put before us, you are opposed to the proposals 
of the Government of India ? — I am strongly opposed 
to them. 

10.749. Do you upon this question represent the 
views of the Indian National Congress? — No, I do 
not; belong either to the Indian National Congress or 
to its British Committee. 

10.750. But you do represent a mass of native 
opinion that you feel justified in bringing before us ? 
— Yes. 

10.7 51. (Sir F. Movoatt .) You have impressed upon 
the Committee the great importance of reducing the 
debt of India. In connection with that, I think you 
said that the whole system of railways taken together 
is a losing concern ? — According to the figures that I 
have quoted. 

10.752. You contended that that were to a con- 
siderable extent owing to the fall of exchange ? — So I 
am informed. 

10.753. If, therefore, the exchange was to fall 
further from l.v. 4 cl. to 10 cl. it would become a much 
more losing business ? — I think so, unless there is a 
development in trade. 

10.754. And it would be necessary to charge upon 
the Indian taxpayer a great deal more in order to 
meet that ? — I would not charge the Indian taxpayer 
more : I would raise the railway fares, in proportion 
to the fall of the rupee ; that is the natural remedy 
for it. 

10.755. You think that ithe immediate raising of 
the fares would increase the receipts from the rail- 
ways? — I think so, if it is in correspondence with 
the fall of the rupee. 

10.756. Are you aware that attempts have been 
made, so I am informed, co raise the rates of traffic? 
— I have not heard of it. I am not aware of any 
such efforts having been made either in Bengal or in 
Northern India. 

10.757. And that would, of course, not affect those 
lines on which you say from the very essence of the 
line there is no real traffic ? — No, that would not be 
affected. 

10.758. The larger part of the railways made in 
the last 20 years come under that' definition ? — That 
is my impression. 

10.759. As regards the whole of them, the 
increase in fares which you suggest would not help ? 
-—It would, because most of our income comes froth 
the older lines. 

10.760. But take the expenditure on these lines 
which do not pay, and never can pay. The increase of 
fares there would not help you ? — Not in regard to 
these lines. 

10.761. Then you have said that the proposals of 
the Indian Government, including the closing of the 
mints and the gold standard, practically amount to 
an increase of taxation ? — Y es. 

10.762. That increase of taxation is required to 
enable the Government to meet its external debt* 
That is the contention, I suppose ? — Yes. 
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Mj\ 10,763. If those alterations arc iiofc carried out, and 

R.C.Dutt , if the rupee falls down to 10cZ. or lid., you would 
C.I.E. admit that the need would be all the greater lor the 

Government of India to find a surplus income to meet 

3 0 Nov. 189 8. * tg externa i debt ? — -Yes, it will have to economise. 

10.764. Whatever the ultimate effect of the 
rebound in trade from the fall of exchange might be, 
the immediate effect would be that the Government 
would not be able to meet its external debt, at all 
events for some years ? — For a few years. 

10.765. And to meet that, I understand you to say, 
it should be prepared to borrow ? — Yes, for those few 
years. 

10.766. That borrowing, as far as it goes, would 
increase the debt of course ? — Temporarily. 

10.767. And your case is that you look forward 
to some eventual development of trade which will 
enable the country to supply the Government with 
a sufficiency of revenue ? — The development of trade 
and the development of revenue from all departments 
which will result from the fall of the rupee, as I have 
explained ; also reduction of expenditure. 

10.768. As regards reduction of expenditure, you 
are aware that the officers of the Government who 
have been before us, have not seen their way to any 
large reduction of expenditure ? — I have read portions 
only of their evidence. 

10.769. In talking of a possible reduction of 
expenditure, you merely suggest that on general 
principles it is advisable to reduce it, if possible. 
With the exception of the employment of the Indian 
officials at a cheaper rate, you have not suggested any 
way of effecting that reduction ? — I have suggested 
another thing, namely, that the Viceroy’s Council 
ought to consult representatives from each province 
formed in to a committee in framing the annual budget, 
and I have no doubt the representatives of the people 
would be able to suggest things to the Finance 
Minister which would be valuable — not that we are 
better informed than the Finance Minister — but things 
do strike us from our point of view which do not 
strike the Finance Minister. In that way a good deal 
of reduction might be effected without making 
administration less efficient. 

10.770. I understand you to mean there is not 
sufficient communication between the governors of 
provinces and those who advise his Excellency, to 
enable him to know what are the views of the 
people ? — There is not sufficient communication 
between the people and his Excellency’s financial 
advisers. 

10.771. (Sir J Muir.) The evidence that you 
have just given has struck me as very important. 
Could we obtain evidence from others of the natives 
of India? We have had difficulty in getting at 
information from the natives of India. It appears 
to me most desirable that we should have that 
evidence. Can you suggest any way whereby we 
could get evidence from intelligent natives of India, 
men whose evidence would be of value to us and who 
stand w T ell in their respective communities ? — There 
are very tew here, because most of the natives of 
India in this country are youug students, and they 
have not thought over these matters ; but I have no 
doubt that, if this Committee decided to have the 
evidence of responsible experienced Indians, they, 
could get them here in the course of two monthse 
There would be a great many, people willing to come 
here, if this Committee desire to get their evidence. 

10.772. For example, could we get evidence of 
men of something like similar experience to your own ? 
— I do not know of any other retired Indian official in 
this country. 

10.773. But I mean, are there others in India whom 
we can bring over here ? — Oh ! yes; I think we could 
get a good many, if you expressed a desire to hear 
them. I have no doubt the Government of India 
would be able to send a good many men experienced 
in administration who would represent also the educated 
opinion of India. 


10*774. Is it the 0'ase that there is a feeling pi’(A 
vailing to some extent in India that we are not having 
sufficient evidence from India itself? — I believe there 
is such a feeling, so far as I can judge from Indian 
papers. 

10.775. And, in your opinion, it would be desirable 
that we should take steps to remove that feeling ? — It 
would be very desirable, and also to look at things 
from our point of view ; because the difficulty in 
deciding Indian questions is not that you have not 
able men here, but you never see two sides of the 
question ; you always see the official side of the question, 
and never the other. Therefore, I believe the Indian 
Government occasionally makes blunders which have 
a very bad effect in India. 

10.776. Is it the feeling in certain quarters in India 
that too many officials of the Government of India 
have been asked to give evidence, and too few natives 
of India ? — There is such a feeling ; in fact, the feeling 
is that nearly all the evidence before this Committee, 
outside that of European merchants, is the evidence of 
Government officials who have expressed their support 
of the Government views. 

10.777. And is it the feeling that that is injurious 
to the Government of India’s being held in proper 
respect by the natiues of India ? — It is injurious to the 
interests of the people of India, because the people of 
India think that they have their own interests, which 
they can represent, and are willing to represent, and 
which are not represented before this Committee. 

10.778. How should we set about getting this 
evidence from really good representative men in 
India — natives of India, but really representative 

men? Intelligent information is what we want? 

There are many distinguished and well known men, 
and the Government of India, if asked, could certainly 
select some of them, who have had experience in 
administration, and who at the same time represent 
the people of India. 

10.779. Could you mention any names ? — Yes, I 
could mention them to-morrow if necessary, or 1 could 
to-day, if you like, mention some names. 

10.780. Perhaps you might suggest some names 
now, and you could supplement your list afterwards ? 
— There is Mr. ftojoni Nath lioy ; he is a man who 
has more experience of financial matters than I have, 
and he is also a thoughtful and well-informed man. 

10.781. And in your opinion, would his evidence 
be valuable to the Committee ? — It would. 

10.782. Is he a Hindu ? — He is a Hindu. 

10.783. And would be willing to come here ? — ■ 
Yes. He is a Brahmo gentleman, and he would be 
willing to come. 

10.784. Can you mention any other name? — 
Mr. Siraj-ul Islam was a member of the Bengal 
Council at the time 1 was a member. He is* a 
representative Mohammedan gentleman, highly res- 
pected, and very intelligent. 

10.785. He would be willing to come? — Yes; he 
is a Mohammedan gentleman ; he can have no 
objection. Then 1 would suggest Mr. B. L. Gupta, 
who was lately acting as High Court Judge, and who 
would also represent the opinions and feelings of his 
educated countrymen. 

10.786. How long has he held that position ? — He 
and I entered the civil service in the same year. He 
was acting as High Court Judge for a few months, and 
he is now, I think, the Legal Bemembrancer of Bengal. 

1 0.787 . I regard this as very important, because, as 
I have said, we have had some difficulty in getting the 
names of men who would come before us, and whose 
views would carry weight in India. Then are there 
any others ? — I am trying to think of men who have 
served under the Government, because they have the 
advantage of some official experience, which goes a 
long way in the consideration of these questions. 

10.788. (Sir F. Mowatt.) Do you say you would 
prefer men who have had experience under Govern- 
ment ? — Other things being equal. 

10.789. (Sir J. Muir.) Are there any other names • 
you qan mention? — There is Mr. Sita Nath Boy r 
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tlie President of the National Chamber of Commerce 
in Bengal. He has great experience and can give 
valuable evidence with regard to trade questions from 
the Indian point of view. Then there is Mr. A. M. 
Bose, who was in this country last year. He has shares 
in some tea gardens, and also he is a barrister and a 
representative man ; he could give valuable evidence. 

10.790. Are there any native planters of indigo that 
we could have ? — I cannot think of the name of any 
just now, but Mr. A. M. Bose would give you a great 
deal of information about tea ; he has shares in some 
tea plantations, and has a great deal of experience in 
that business. 

10.791. You said that the action of the Govern- 
ment of India in raising the rupee practically from 
1 6. 2d. to Is. 4 d. was very heavily against the cotton 
industry in Bombay and against the sugar cultivation ? 
— That is my information. 

10.792. Is it the case that sugar cultivation is 
rapidly declining all over India ? — So I have heard. 
In Northern India and in Bengal it has declined very 
much. 

10.793. And the advance of 2d. in the rupee is 
blamed to a certain extent for that decrease ? — To 
some extent, yes. 

10.794. How does this- advance from Is. 2d. to 
Is. 4 d. affect the cotton mills in Bombay ? — I could 
not explain how it does, because my information, as I 
said before, is from the merchants. They say that the 
way the industry is affected is by giving a sort of 
bonus to the silver countries ; that China and other 
silver countries have an exceptional advantage as 
compared with India since the closing of the mints in 
India. 

10.795. That affects China specially ? — China and 
other silver countries. 

10.796. Of course, China comes into direct compe- 
tition with the Rcmbay mills? — Yes. 

10.797. Then is it your opinion that money has 
been expended in the making of railways not specially 
for the benefit of the people of India, but for Govern- 
ment purposes ? — Or in the interests of special sections 
— not for the interests of the people generally. 

10.798. {Sir F. Mowatt.) By “ special sections ” 
do you mean special districts or special classes of 
people ? — Special districts, or it may be special 
classes, but not for the people generally. 

10.79 9. {Sir J. '. Muir.) I happen to know some- 
think of the Assam-Bengal .Railway to which you 
have referred. What is the feeling in India among 

^Indian natives regarding that railway? — The feeling 
in Bengal is that it was not needed in the interests of 
the people generally. It was not needed in the 
interests of trade generally, because all the trade 
comes down towards Calcutta, and the native 
manufacturers and producers did not want it and did 
not ask for it. Of course, every railway is an advan- 
tage to some extent ; but whether the advantage of 
this line to the community generally was sufficient to 
justify the expenditure is a question on which the 
people have grave doubts. 

10.800. Is it the fact that a large portion of that 
line goes through dense jungle ? — I believe that is the 
fact, through the Dooars. 

10.801. So that, if it is said to be made for the 
benefit of the tea industry, you would consider that 
incorrect?- — I do not know ail the facts about it. 
The impression in Bengal is, that it was not for the 
advantage of the general trade of the province. 

10.802. You speut a good deal of your time in 
Bengal, did you not ?-— Nearly all my time. 

10.803. Are you aware that there is a magnificent 
service of steamers by the Brahmaputra route up to 
the far east of Assam ? — Y’es. 

10.804. So that, so far as the Assam planters were 
concerned, the railway was not needed ? — I believe it 
was not needed for them, unless they wanted to make 
carriage of coolies cheaper. From Behar the coolies 
now have to be taken to Calcutta, and then take the 
steamer, whereas this line would take them direct to 
the north of Assam. 
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10.805. Is railway carriage cheaper than river 
carriage ? — But the river transport costs a lot of money. 
Suppose a planter is taking up to his garden two or 
three hundred coolies, it is not only the steamship 
fares that he pays, but he has to feed and shelter the 
coolies. He takes them to Calcutta where they stay 
a day or two, then to Goalundo where there is, perhaps, 
another halt, and then on board the steamer. It is 
possible that all that may be saved by this new line, 
but, as I said before, I cannot speak of that from my 
own information. 

10.806. Then, a question was put to you as to the 
possibility of the rupee falling to 6d. ? — I do not 
believe that is possible, myself. 

10.807. You would he inclined to think that a 
reductio ad absurdum % — Yes. 

10.808. {Chairman.) Why? — I do not think the 
rupee could be produced for §d. 

10.809. Where do you think the line is drawn ? It 
is now produced to pay at a little over 9 d t ? — That is 
about as low as it can possibly go. 

10.810. Why? — Because, as I have said, I do not 
think it can be produced at less, to pay. 

10.811. (Sir C. Crosthwaite.) Have you any 
knowledge of silver mining? — No. 

10.812. {Sir J . Muir.) Can it be produced to sell 
at 9 d. ? — I have been told so, but my information on 
that point is not worth very much ; it is only second- 
hand information. 

10.813. Is it not the case that a very large number 
of silver mines in America and Mexico would have to 
be closed down, if it came to anything like that ? — 
That is what I have heard. 

10.814. So that the rate would immediately start 
up from 9 d. ? — That is what I have heard said. 

10.815. Suppose tlie mints were opened now, what 
effect would that have on the price of silver ? — The 
value of things would go down u little immediately, 
corresponding to that difference of 2d. 

10.816. The rupee, you mean, would go down ? — 
Yes. 

10.817. But what would be the effect on the price 
of silver in the London market ? — That I cannot say, 
I would not take it upon myself to say that, because 
I cannot claim to be an expert. In connection with 
this I may mention one thing, that this distinc- 
tion between the market value of silver and the 
value of the rupee is also liable to give rise to a great 
deal of false coinage in India. When I was in Orissa, 
only three years ago, there were forged coins brought 
from different native states. It was only detected 
because the silver was debased. But, when you make 
a difference of something like 5d. between the coined 
and uncoined silver of the same weight, the chances 
are that a great deal more of this false coinage will 
take place, and it will be impossible to detect it, 
because it will pay to make it of good metal. One- 
third of India consists of native states, and we have 
no sufficient control over the doings of the people in 
those native states. 

10.818. Then, did we understand you to say that, in 
your opinion, the action of the Government of India 
means practically the confiscation of one third part of 
the savings of the poor of India ? — About one third, 
because, as I said before, the tola of silver as jewellery 
used to sell at about 14 annas to 16 annas, and now 
it does not fetch more than 10 or 11 annas per tola. 

10.819. Then, in your opinion, when the people of 
India, especially the poorer classes, come to realise 
that fact, what effect will it have upon them ? — 
There will be very great dissatisfaction in tlie country, 
and they will know, and they will think, and they 
will be told, that the Government has done some sort 
of jadoo or magic with the currency, so as to depreciate 
the value of their silver ornaments and to depreciate 
the value of their field crops. 

10.820. In your opinion, do you think the Govern- 
ment of India, by in an arbitrary manner forcing up 
the rate to 1$. 4 d., are playing into the bauds of those 
men who are desirous of spreading disaffection 
throughout India ? — Yes ; if there be such men, and I 
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have no doubt there are, they will be going up and 
down the country saying, u This Government has 
“ taken away one-third of the value of your silver. 5 ’ 

10.821. I should like to get the evidence of some 
independent Parsees. You are aware that in Bombay 
the Parsees are amongst the most intelligent of the 
people. Do you know any intelligent Parsee whom 
we could get here to give evidence ? — I do not know 
of any here, but Mr. R. D. Mehta of Calcutta is a 
representative Parsee. Then there is also Mr. Perojsha 
Mehta of Bombay. 

10.822. I should like, if it could be managed, to 
get a mill-owner of Bombay ? — I will send names to 
the secretary. 

10.823. Give us the names of two or three good 
mill-owners, men of means, who have made a position 
for themselves in Bombay ? — Very well. 

10,S24. (Sir A. Dent.) I merely want to ask you 
about the ornaments. When a native has to buy 
ornaments, are they paid for in rupees or in uncoined 
silver ? — Generally in rupees. 

10.825. What does it cost on the average to have 
the rupees converted into ornaments ? — The ornament 
weighing a rupee costs a little over a rupee. A man 
pays rupees to the goldsmith ; the goldsmith gets the 
bullion, and makes it into an ornament and gives it 
to the man ; the man examines it and sees that it is 
good silver, pays the goldsmith’s wages, and there 
the transaction ends. 

10.826. So that, if he bought his bullion at 10 rupees, 
when it is converted into ornaments, it costs him 
20 rupees ? — Oh, no, the goldsmith’s charge for making 
is very small ; it is about one anna in the tola. If the 
silver is worth 10 rupees, the made ornament would 
cost less than 1 1 rupees. 

10.827. If he has had his ornament made out of 
bullion silver, he has lost nothing at all, because, when 
he sells his ornament, he gets back just the same 
amount of silver as he did before ? — He did before the 
closing of the mints. 

10.828. Therefore lie is not damaged ? — He is 
damaged in this way. Before the closing of the 
mints, the ornament cost him 16 annas per tola of 
silver. ISTow, if he goes to the bazaar and sells it, 
he only gets 10 annas per tola of silver. 

10.829. I quite understand your argument if he 
. melted his rupees, but I do not see how the exchange 

comes in, if he takes silver bullion to be made into 
ornaments P — I think I can explain it in this way : 
When he made an ornament he bought a rupee’s weight 
of silver for the rupee. It does not matter where he 
bought it from, but he paid the goldsmith one rupee 
. for one rupee’s weight of silver, and the ornament, 
weighing 10 tolas, cost him 10 rupees, plus the 
making of the ornament. Now he ; takes the same 
ornament into the bazaar, and, whether he. sells it as 
ornament or as silver, he gets only a little over half 
that money, on account of the difference between the 
value of coined silver and uncoined silver, due to 
the closing of the mints. 

10.830. I do not admit that the coined silver comes 
into the question at all; he has lost merely the 
difference in the price of' silver. I do not see where 
the exchange comes in ?— -The exchange comes in in 
this way : If there had not been a difference between 
coined silver and uncoined silver, the rupee would have 
gone down with the silver, and gone up with the 
silver ; there would have been a complete corre- 
spondence between the value of the rupee, and the 
value of the uncoined silver. Now you disturb 
that correspondence. Formerly, a man paid his rupee, 
and got the rupee’s weight in ornaments, whether 
the rupee was up or down. Now; for the first time, 
you have made a difference between the value of 
coined silver and the value of uncoined silver ; and 
therefore, when he takes this thing to the bazaar, he 
does not get the same amount in coined silver, that is 
to say, in rupees. That is where the difference 
comes in, and that means a confiscation of the savings 
of the nation to the extent of' a third of their value* 


10.831. (Mr. Campbell.) You are in favour of the 
re-opening of the mints ? — I am in favour of the re- 
opening of the mints. 

10.832. Do you object to the gold standard 

altogether ? — I object to the gold standard as applied 
to India. 

10.833. Do you object to the gold standard 

altogether, or is it merely that you object to the rate 
at which the ratio between gold and silver is fixed ? 
— I absolutely object to the gold standard for India. 

10.834. Do you think that a gold standard or a 
gold currency would be unsuited to India ? — I believe 
it would be unsuited to India. 

10.835. Would it have no advantages in the way 
of creating a stable exchange ? — I do not know if it 
will be of any advantage to the trading classes, but, 
from what I have heard from the manufacturing classes 
in India, they do not want it, and the great popula- 
tion of India, the great producing and cultivating 
population (and about four-fifths of the population of 
India directly, or indirectly, are agricultural) do not 
want it, and a gold standard would injure them, and 
not benefit them. 

10.836. You are aware that it is not so very long 
ago since India had a gold currency ? — I do not know 
when it was. Under the Mahoinmedan emperors 
the mohur was coined, but the usual currency was 
always silver. 

10.837. Gold was legal tender up to 1853 ? — 
And silver also. 

10.838. It was chiefly confined, I think, to Southern 
India, but there was a very large gold circulation in 
Southern India at the beginning of the century, and 
the general impression was that it was rather a 
favourite currency ? — Was the silver valued according 
to its gold value, or as silver ? 

10.839. There was a rate of exchange between the 
two ? — A fixed rate of exchange between the two ? 

10.840. Yes ? — Well, I am not aware of the history 
of that, but silver was always the usual currency. 

10,84-1. Now as regards the silver ornaments, does 
much realising of these silver ornaments go on? — 
A great deal. In every year of scarcity there is a 
good deal of sale of these silver ornaments, and in the 
years of bumper crops and good harvests there is a 
good deal of making of these silver, ornaments. 

10.842. Is that confined to years of scarcity? — 
.Well, every third or fourth year the rice partially 
fails — I am not speaking of years of famine, but there 
are every now and again years of partial distress, and 
some of the people have to part with their silver 
things, 

10.843. If a man invests so much money in buying 
silver ornaments for his wife, he does not want to part 
with them, and as a rule he does not ; it is only stress 
of necessity that will induce him to part with them ? 
— Certainly. 

10.844. Taking the country as a whole, does that 
stress of necessity arise very frequently ? — -Yes, taking 
the agricultural population, and taking the lower strata 
of the agricultural population, there is a bad year after 
every few good years, and then there is a great sale of 
these ornaments. 

10.845. Taking the last three years, the population 
of India have been able to buy their silver ornaments 
very much cheaper? — They bought very little, if any- 
thing at all, because these last four or five years have 
been years of scarcity and distress. 

10.846. The imports of silver into India are about 
as large as they have ever been, even before the mints 
were closed ? — Much of that has been consumed by the 
richer classes, not the agricultural classes. 

10.847. But for whatever purposes it was required, 
whether for silver ornaments or for any other purpose, 
the fact remains that they were able to buy silver 
at about 30 or 40 per cent, cheaper than they could 
before ? — Those that did buy it, yes. 

10.848. Is not that a considerable set-off to the 
fact that the few who required to realise silver were 
not atye to get $o much for it as they did before ? — 1 
do not see bow it could be a set-off at all, if the value 
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of silver has gone down. The silver bangle, for 
instance, is not valued simply for tb.e beauty of the 
thing ; probably a glass bangle would be prettier ; 
it is valued because it is worth so much in the market, 
and, if that price has gone down, the thing depreciates 
in the eyes of the owner. 

10.849. But the owner may buy another one after- 
wards ? — -It is of less value to him. If it went down 
to the value of brass, for instance, he would throw it 
away. 

10.850. But be can replace it at the same price as 
he gave for the other one? — He can replace it, but it 
is not of the same value to him. 

10.851. You speak of the extent to which the 
Indian debt is held by Europeans; and you consider 
that an unfortunate circumstance for India ?■ — Yes. 

10.852. But do you not think that the natives of 
India are themselves very much to blame for that 
fact ? — You cannot blame them for their poverty. 
Most people who can save have saved in Government 
securities in India. 

10.853. During the last 40 or 50 years, every 
year has taken out to India millions and millions 
of gold and silver, the great bulk of which has 
disappeared altogether in hoards and so forth. 
Would it not have been an immense advantage to 
India if that gold and silver had been employed 
in building India’s railways and making India’s 
canals, and industrial works of that kind, instead of 
being buried in the earth ? — There must he some 
margin of saving for the people, and this silver which 
has gone there represents that margin of saving. 
If you divide that silver by the population of the 
country, it comes to about 6d. per head of the 
population for the year, and that only represents 
the wear and tear of the silver already existing in the 
country. I do not think it represents any addition to 
the quantities of silver in the country. 

10.854. But there are hoards of gold as well ? — 
Gold, of course, is only for the rich classes. 1 do 
not know how much of this gold goes to India only 
to go out again. 

10.855. (Chairman.) Mi*. Campbell means oil 
balance? — The Chinese and Japanese and others 
come to India to make purchases, and, of course, the 
gold goes out of India with them as their personal 
property. 1 do not know whether that has been 
taken into account. I do not think you can ever 
know how much goes out in this way. 

10.856. (Mr. Campbell.) Instead of all that lying 
useless, would not the country have been benefited, 
and been much less indebted to foreign creditors, if 
that money had been employed as I say, instead of 
being allowed to lie idle ? — I do not think it lies idle, 
because it serves the purpose both of ornaments and 
savings bank. The only ornament they indulge in 
in India is these cheap silver things. 

10.857. As regards the savings banks, is it not 
very much more economical and better to put 
your savings into some interest-bearing security 
than to tie them up in a bag ? — The ornament, 
does not produce interest, but, on the other hand, 
the money is more quickly expended. If an Ifidian 
cultivator had 200 or 300 rupees in the bank, it 
would disappear :in the course of a year or so ; but, 
if it is in the shape of his women’s ornaments, he 
will keep them until lie is compelled by famine to 
part with them. You must take into consideration 
the customs of the country in considering all these 
questions. - Silver ornaments are a safer and more 
lasting investment for the Indian than deposits in 
banks. 

10.858. Do you not think that it would be doing the 
people of India an immense service, if -they could be 
induced to employ their savings in profitable invest- 
ments, instead of in the senseless hoarding which goes on 
now p — I do not think it is senseless hoarding. I do not 
thinknihere is more hoarding in India than is practised 
by every people on the face of the globe. I do not 
think ithat the people of India spend more upon their 
anklets and bracelets, and' so on, than European 


women spend on silks and finery, which are of less 
value to them in times of distress. 

10.859. ( Sir C. Crosthivaite.) You consider that 
the closing of the mints has raised the value of the 
rupee, do you not ? — Yes. 

10.860. How is that evidenced? — From these 
figures that I have put in. 

10.861. By the prices ? — Yes. 

10.862. By a fall in prices ? — Yes. 

10.863. That is to say, the rupee buys more now 
than it did ? — Yes, more of food grains and more of 
silver. 

10.864. It buys more of other things, including 
silver, than it did before ? — Yes. 

10.865. Nov/, you admit that, if the hoarding had 
taken place in rupees, the people who hoarded before 
the closing of the mints gained ? — Yes. 

10.866. That is to say, each rupee that a man 
possessed bought more ? — Yes. 

10.867. Suppose he had boarded in silver, he sells 
the silver for less rupees? — Yes. 

10.868. Then you say he loses ? — Yes. 

10.869. Should you consider that a great injustice ? 
—Yes,, 

10.870. But is not each rupee that he gets in ex- 
change for his silver so much more valuable ? Suppose 
he had saved 5 rupees in rupees. After the closing of 
the mints his rupees were worth, say, I rupee 4 annas ; 
suppose he had saved his 5 rupees in wheat, or silver 
in ornaments, and he sells that, the rupees he gets for 
it will also be worth more than they were before? 
— That would be so with regard to food grains, but 
not with regard to import products,— the Lancashire 
cloth that he wears, and so on. It would he worth 
more with regard to food grains, but not with regard 
to other things that he requires. 

10.871. Therefore, with regard to his food, he 
would be as well off as be was before ? — Yes, the value 
of the rupee that he gets being so much more. 

10.872. The value of the rupee being so much 
more, although he got so many less rupees, he would 
be able to buy the same amount of food ? — Yes. 

10.873. When do the people come in and sell their 
ornaments ? — In years of distress and bad harvests. 

10.874. They sell in order to get food? — Yes. 

10.875. Therefore, as respects the purchase of food, 
no loss was sustained by people who sold their orna- 
ments? — No ; if prices have gon« down to the same 
extent. 

10.876. That is the theory ? — Yes, 

10.877. And, on the other hand, the man who saved 
rupees benefited ? — Yes. 

10.878. We have no information as to the propor- 
tion of the savings in rupees to the savings in orna- 
ments ? — I can give you a very fair idea. In most of 
the Bengal hoards you will find the savings in orna- 
ments, and none in rupees. 

10.879. On what evidence is that based? — I have 
been in all sorts of villages. 

10.880. So have I. I have spent a great deal of 
time in Indian villages ? — In Bengal villages ? 

10.881. No; but in the places where I have served. 
I could not say whether the savings of the people 
were in rupees ? — But I can ; I saw them brought out. 
In years of bad harvests I went to the famine-stricken 
districts, and I actually saw the ornaments. I only 
heard of one instance of rupees being brought out in 
the same way. That was a case in which an old 
woman died, and a hoard of rupees was found buried 
in the floor of the room. That is the only instance 
I can remember of a hoard of rupees being found. 

10.882. Can you tell me what was the value of the 
ornaments that were taken to the mint during the 
famine of 1877-78 ? — They sold for a little less than 
the rupee. 

10.883. How many rupees’ worth of ornaments were 
sent to the mint at that time ? — I do not know how 
many went to the mint, because these things were not 
sent by the cultivators to the mint, they were sold 
in the bazaars to traders* 
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10,885. Have you ever been engaged in settling the 

:\0 Nov. 1898. l an( l revenue ? — Oh, yes. 

10,886. Will you tell me where you have been 

engaged in settling the land revenue ? — Orissa was 
my last station, and the settlements in Orissa were 
going on under my supervision in 1896. 

10.887. Hid you take prices into consideration ? — 
No. We found what the Zemindar had already taken 
from the ryot, and based the settlement upon that. 

10.888. You refer to the matter of settling the 
rent-roll of estates ? — Yes. 

10.889. And whatever rent-roll you found, you 
accepted that ? — Yes, generally. 

10.890. Having tested the rent-roll and found it 
accurate, you accepted that ? — Yes, generally. Some 
rough classification of lands was made, but, roughly 
speaking, we accepted the total rental as we found it 
in each estate. 

10.891. Hut have you actually settled what revenue 
a man should pay on the falling in of a settlement ; 
have you done that? — Ho, I do not think I have ever 
done that. 

10.892. I think I heard you say that, since the 
closing of the mints in 1893, a great many settlements 
had fallen in all over India ? — Settlements are con- 
stantly falling in. 

10.893. That is a vague statement. Do you make 
that statement after having examined the records of 
each province, and seen what settlements have fallen 

?■ There were the Orissa settlements w’hich went 
on under my own eyes in 1895-96; then, as I learn 
from Sir Antony MacDonnell’s evidence, there are 
the North-Western Settlements and the Oudh Settle- 
ments goiDg on now. Then there were the Central 
Provinces settlements • they have been completed after 
1893. 

10.894. Some of them? — Some are going on still. 

10.895. I want to ask you now whether you think 
that in making those settlements the prices of produce 
since the closing of the mints had any influence on the 
rents which w ere made the basis of the land revenue ? 
—I suppose, to some extent. Generally, of course, 
the effect would appear after a number of years, 
and, therefore, this must have affected it to a small 
extent. 

10.896. It could have affected it very little ?— But 
to some extent 

10,897 If it affected it at all ? — To some extent it 
affected it, I should think. 

10.898. You do not know, of your own knowledge, 
that it affected it at all ? — No, of course not. 

10.899. So far as prices were taken into account, 
the prices over a long series of years would be con- 
sidered ' The whole thing depends upon how far the 
Zemindar has taken advantage of the variation in 
prices. 

10.900. I am not talking of the Zemindar. I am 
talking of the Government revenue ? — In the North- 
Western Provinces, in the Central Provinces, and in 
Orissa, we go on what the Zemindars get. 

• not koow the practice in Orissa, but 

in the North-Western Provinces, and the Central Pro- 
vinces, the rents are carefully examined, and all 
exceptionally high rents are excluded ? Yes. 

10.902. And rack rents are carefully excluded from 
the settlement ? — Yes. 

10.903. That being the case, do you think that a 

a 1 in prices during the last year or two would have < 

a m ^ ^f Ct ? V' Not vei T much > I should think. i 
lu,yu4. I. hen, if the contracts between the Govern- 
ment and the landlord with regard to the land 1 
revenue were made on the basis of prices which were i 
not affected by the closing of the mints, your conten- i 
tion as to any breach of faith on the part of the 
G overnment would, so far, fallto theground, would it - 
notP-I do not think so. The rents were fixed in 
view of the high prices which prevailed before the 
closing of the mints. The same rents are demanded 
after a fall m prices subsequent to the closing of the s 


I mints. This is a virtual increase of rental, and 
therefore breach of faith. 

e 10,905. And the fall of prices in every succeeding 
year will, of course, be taken into consideration in 
i making the assessment ? — Within my experience, there 

s is no reduction in the land revenue in an entire 
3 estate or district in the settlements made. 

10.906. Do you know of no settlement in which 
there have been reductions of revenue? — No, not over 

l an entire estate. 

10.907. The value of that assertion is modified by 
i the fact that you have never been engaged in making 

assessments? — Except in Orissa in the way I have 
i explained. 

10.908. Is it not the case that no settlement of a 
; district or a province is ever made without reductions 

in some cases, and rises in other cases ? — That may 
be your experience. I am speaking only of cases that 
have come within my observation, and every settle- 
ment made has shown a net increase in revenue. 

10.909. You do not assert that as regards the whole 
of the settlements ? — No, I confine it to cases that 
came within my observation. 

10.910. Then, with regard to the settlement in 
Bengal and in permanently settled districts, do you 
think there is nothing to be said on behalf of the 
Government? You say, to do anything to raise the 
value of the rupee is, more or less, a breach of faith 
on the part of the Government ; but is nothin to be 
said on behalf of the Government for their right to 
keep the rupee at the same value as it had ^when 
the settlement was made ? — You cannot do that 
without affecting other parts of India; that is the 
worst of it. 

10.911. Ido not say anything about other parts, 
but, as an abstract question of justice, is there any 
injustice involved ? I admit that, if the rupee were 
raised above the value which it had at the time the 
contract was made, there may be something to be said 
about the injustice of it; but suppose the rupee is 
merely maintained at the value, or even at less than 
the value, that it had when the contract was made, is 
there any injustice in it?— Ido not think that, con- 
sidering the variations of the rupee during the whole 
period from the date of the permanent settlement, the 
Bengal Zemindars have any reason to complain of 
injustice, 

10.912. Now, as to questions of taxation. You 
seem to think that, owing to the fall in the rupee, the 
Government automatically, as it were, gets an increase 
of taxation ? Yes, an increase of revenues in all 
departments. 

10.913. In regard to land revenue, you think it <mts 

that when the settlement falls in ? — Yes. ° 

10.914. And, if the alteration in prices is taken into 
consideration, as it would be, and any rise in the 
rents which had occurred, owing to the fall in the 
value of the rupee, were taken into consideration, then 
the Government would get a certain amount in that 
way ? — Yes. 

10.915. Now, as to the income tax?— In the same 
way. 

10,016. I cannot understand how it comes out in 
that way in regard to income tax. The mass of the 
income tax in India is collected from the officials ?— 
No, the traders pay as well. 

10.917. The officials pay income tax? Oh yes- 

they pay a share. 7 J 9 

10.918. How does the Government get any increase 
or income tax from its officials ? — It cannot in the 
case of officials. 

10.919. Then in the case of the trader ? — If the 
trader’s real income remains the same, his income in 
rupees must increase; the rupees have depreciated, 
and so the income tax paid in rupees increases. 

10.920. His real income remains the same, you say ? 

— His real income remains the same. 

10.921. How is the income tax taken ? In rupees. 

10.922. It is a percentage of the income ? Yes. 

10.923. Then, if the trader’s income remains the 
same, Government will get the same income tax from 
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him which it got before ? — If his real income remains 
the same, his income as estimated by the depreciated 
rupee must increase. 

10.924. I do not know what you imply by the term 
u real income.” The income tax is assessed on the 
man’s rupee income ? — Yes. 

10.925. If he makes an income of one thousand 
rupees, he pays so much ; if his income is two thousand 
rupees, he pays so much ? — Yes. 

10.926. lhen how can you say that the income tax 
increases while the income on which it is levied 
remains the same ? — His real income. 

10.927. Wlmt does “real income” moan ? — I mean 
his income as estimated by the produce of the soil. If 
rice goes up, and lie deals in rice, his income in rupees 
must increase. 

10.928. Your supposition is that he is a trader 
whose income has remained the same? — In rice. 

10.929. You did not say it remained the same in 
rice ? — I said his real income. 

10.930. I do not understand a trader whose income 
is in rice ? — I have seen every day of my life large 
quantities of rice bought by native traders to be sold 
at a profit. 

10.931. To be sold for what ? — For rupees. If the 
trader bought 12,000 maunds of rice every year and 
sold them in the bazaar, when the rice was only 
1 rupee per maund liis profit was 2 pice per maund; 
when the rice goes up to 2 rupees per maund, his 
prolit will go up to 1 pice per maund ; therefore, liis 
income, as represented by rupees, must increase. 

10.932. And he will he assessed on that ? — He will 
be assessed on that. 

10.933. The rupees are not worth so much as they 
were before ? — No. 

10.934. l>ut the Government gets more rupees if 
his in one v income lias increased ? — That is it. 

10.935. Now, suppose you close the mints and the 
rupee falls in value, does the Government continue to 
assess him in that way? — If you close the mints, the 
rupee rises in value. 

10.936. Then does the Government continue to 
assess the ta xpayer in the same way ? — On whatever 
liis income at that time is. 

10.937. I Lis income is taken on the income of the 
year — on his own returns ? — Yes. 

10.938. Then where is the injustice? — I did not 
say it was an injustice to the income-tax payer. What 
I said was this, that by the depreciation of the rupee 
the Government would get an increase in a natural 
way from the income-tax payer. 

10.939. Provided the taxpayer’s business produced 
more rupees ? — Yes. 

10.940. As regards stamps, how do you say any 
increase would take place ? — In this way ; if the civil 
causes increase in value, the stamps must also 
increase ; there is an automatic increase in all 
departments of taxation with the fall in the value of 
the rupee. That is the real way in which the 
Government will get an increase. 

10.941. Would you hold that that implies that there 
is an increase of wealth and prosperity in the country 
owing to the fall in the rupee ? — I do not see how the 
fall in the rupee can either add to, or deduct from, the 
real wealth of the country. 

10.942. It is only that more rupees are in circula- 
tion ? — It is only that more rupees are in circulation • 
the real wealth will remain the same. 

10.943. By the closure of the mints and raising the 
value of the rupee, do you think a fall in prices will 
be brought about ? — Yes. 

10.944. How is that caused ? — The rupee increases 
in value. 

10.945. But why ? What makes it increase in 
value ? — It has already increased. 

10.946. But I want to know what is the action ? — 
The rupee becomes more rare; its circulation con- 
tracts, and, therefore, it goes up in value. 

10.947. Then you said that the year after the 
closure of the mints prices fell at once ? — I believe so, 
from ttie figures I have compiled. 


10.948. Do you think ihe closure of the mints by 
order of the Government in 1893 produced an 
immediate contraction of the currency, such as 
to affect prices all over India ? — It must have done so 
from these official figures. 

10.949. Are there no other causes which affected 
prices ? — There could be no other causes which 
would affect prices in every division of India like this. 
There might be local causes for local variations. 

10.950. I suppose, in the first year the contrac- 
tion of ihe rupee would not be so great as in the 
second ? — I should think not ; probably not. 

10.951. First of all it would not reduce the number 
of rupees in the country ? — Probably not. 

10.952. But it is not a question of juggling; you 
stopped the coinage of rupees ; therefore yon merely 
stopped adding to the currency, you did not take any 
away ? — No. 

10.953. Therefore the causes at work would be the 
export of rupees and the loss of rupees, and so on ? — 
Yes. 

10.954. So that the second year after the closing of 
the mints there ought to be more contraction ? — 
Yes. 

10.955. And in the third year there ought to be 
still more contraction? — Yes, other things being equal, 
there being no other influences at work. 

10.956. Are prices lower now than they were in 
1893 ? — Last year famine prices prevailed. 

10.957. But this year ? — Even now the indirect 
effects of famine are not yet over, because all the 
granaries are empty, and people are buying to fill 
them. 

10.958. The contraction is not felt now? — I limit 
my examination of prices to the two years before thfe 
closing of the mints and the two years immediately 
after, leaving out the subsequent famine years. 

10.959. You say that, when the mints were closed, 
prices fell. Do you say that that was due to the 
closing of the mints ? — I believe so, because I cannot 
imagine any other cause which would affect all these 
different divisions of India alike. 

10.960. Prices have now risen, have they not ? — 

I believe so, on account of the famine. 

10.961. So far as I have known, they have risen 
everywhere ? — I believe so. 

10.962. If you can imagine causes which raised 
prices, surely you can imagine causes which may 
make prices fall. For instance, if scarcity of crops 
tends to raise prices, or a demand for export tends to 
raise prices, the stoppage of exports and plentiful 
harvests might make prices fall ? — But, as a matter of 
fact, there were no plentiful harvests in these years. 

I find from Sir Antony MacDonnell’s evidence, that 
the years 1894, 1895, and 1896 were years of scarcity 
in the North-Western Provinces, and not of plentiful 
harvests. In Bengal, too, those years were bad years. 
Therefore, prices ought to have risen. Instead of that, 
prices fell. 

10.963. l r ou think the contraction must have taken 
effect at once ? — I believe so, from these figures. 

10.964. Now, contraction would raise the sterling 
value of the rupee, would it not ? — I should think so. 

10.965. Will you look at the value of the rupee in 
those years ? — I am not a currency expert. 

10.966. I do not wish to ask you questions 
regarding currency. I want to get at what the 
sterling equivalent of the rupee was. In 1892-93 the 
value of the rupee was Is. 2d. ; in 1893-94, Is. 2d. ; 
in 1894-95, Is. Id.; in 1895*96, Is. Id. ; so that 
nearly all the time that this was taking place the 
exchange did not rise ? — I cannot explain this, not 
being an expert. 

10.967. The value of the rupee was even lower ? — 
The sterling value may have been. 

10.968. Therefore, I think you ought not to be so 
positive in these matters ? — I am positive about the 
price of food grains. 

10.969. But you ought not to he so positive with 
regard to the cause of the fall of prices ? — I said I 
believed that the cause of the universal fall in prices 
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in 1894 and 1895 was the closing of the mints, and I 
still believe it. 

10.970. Now, with regard to the loss which you say 
occurs on the railways, are you acquainted with the 
history of the old guaranteed railways ? — Not at all. 

10.971. Do you know anything about the rate at 
which Government is bound to remit the surplus profits 
to England ? — No ; I do not know anything about 
those details. We are never consulted in these 
matters. 

10.972. Because that has a great deal to do with 
the loss on the railways ? — It may be so. 

10.973. Even suppose there was that annual loss of 
two millions, or whatever it is, do you think that is 
really a high price to pay for the whole railway 
system of India ? — No, I do not think it is a high 
price to pay for the whole railway system, but it is a 
high price to pay for these later railways which you 
have laid down in recent years. 

10.974. For instance, the Assam-Bengal railway; 
is that open yet? — I do not know. 

10.975. Do you think it is open the whole way? — 
No, I do not know. 

10.976. Would yon be surprised to hear that it is 
only open for a small portion at present ? — I should 
not he surprised to hear that. . 

10.977. Until a railway is opened, it can hardly 
pay, can it ? — No. 

10.978. And until then one is not justified in saying 
that it will never pay ? — No, but I say it will not 
meet any requirements of the general trade of the 
country. 

10.979. How do you know that ? Are you a trader ? 
— I am familiar with traders in most districts in 
Bengal. 

10,9*0. I am familiar with many merchants in 
London, but I should be very sorry on that ground to 
pronounce on the requirements of English trade? — 
But we must form opinions on facts in order to decide 
such a question. 

10.981. You have lately come from India? — Not 
lately, I came at the beginning of 1897. 

10.982. You are now resident in England? — Yes. 

I am a lecturer in Indian History at University 
College. 

10.983. Do you think you could reduce the 
Government expenditure by employing more natives ? 
— A great deal. 

10.984. Can you tell us how many Europeans there 
are in the covenanted Civil Service ? — About 1,000 
I think. 

10.985. Can you tell me how many natives are 

employed in the provincial service and in the 
subordinate services ? — That I do not know, I have 
not the figures. You will find that by 

10.986. But I wanted to know if you knew ? — I 
have not the figures with me. 

10.987. Would you be surprised to hear that it is 
about 10 times the number of Europeans ? — It may 
be, if you include the lower grades. 

10.988. Including every grade in the provincial 
and subordinate services — the munsifs, and so on ? — 
Yes, including men getting 6 and 5 rupees a month. 

10.989. You have many districts in Bengal? — We 
have. 

10.990. What would be the area of these districts ? 
— A district of 6000 square miles would be a large 
one : 

10.991. How many English officers would there be 
in a district of 6000 square miles ? — I do not know. 

10.992. Two or three ? — Oh, more than that. 

10,923. There would be the magistrate and the 

police officer ? — Yes, and the doctor, the police super- 
intendent, the assistants, &c. 

10.994. Altogether, 4 or SP-rYes, or more. 

10.995. In a district of 6000 square miles ? — Yes. 

10.996. With a population of what ? — 3 millions. 

10.997. Just one more question about that. If we 
were able to find natives to take the place of those five 
or six Europeans ? — But I am not confining my- 
self to the districts only* 


10.998. If you were able to find natives to ake 
the place of those five or six Europeans, would they 
serve the Government for materially less money than 
the others get ? — Oh, yes, they would. 

10.999. You think they would ? — If you did not 
make a distinction — if you did not have two different 
scales of payment, one for Europeans and another for 
Indians, for the same service and the same work. 

11.000. As long as no distinction was made, you 
think the natives would serve for less pay ? — Yes. 

11.001. Do yon. think we should maintain the 
standard of government in India in that way ? — Yes. 
With the spread of education the time has come for a 
larger employment of the natives of India. 

11.002. Lower paid natives ? — Yes. 

11.003. And lower paid Europeans? — Well, you 
would not get many Europeans at lower pay. 

11.004. However, you say that that is a condition, 
that they should be paid the same ? — Yes, I mean 
there should be the same pay for the same service and 
work. 

11.005. (Mr. Holland .) Referring to the depre- 
ciation in the rupee value of hoards of ornaments, I 
gather it is the exchange difficulty which you wish to 
avoid ? — Yes. 

11.006. Have you considered whether that could 
be compassed by the levying of an import duty ou 
silver? — I have not considered that question. 

11.007. You have heard that such a suggestion has 
been made ? — Yes. If there is a distinction made 
between the coined value of the rupee and the value 
of silver as bullion, then it would not remove the 
difficulty. 

11.008. But one of the objects of levying an import 
duty, I imagine, would be to equalise that, so that it 
would avoid the difficulty from your point of view ? — 
Yes, if the value of silver and the value of uncoined 
silver remained equal, that would avoid the difficulty 
that I am speaking of. 

1 1.009. Anyone who, after the date of levying an 
import duty, wished to hoard ornaments, would, of 
course, be disadvantaged in comparison with the rate 
at which they conld buy now ? — They would get less 
ornaments as compared with their produce. 

11.010. I just wish to call your attention to one 
sentence in the abstract of your evidence, which I 
will read to you. You say : kC It is well known that 
“ many of the manufactures of India have been all 
“ but ruined within the memory of living men by an 
“ unequal competition with the steam and machinery 
“ of Europe. 3 ’ You pin your faith to that ?— Yes, 
but 1 do not complain of that. 

31.011. Would you be surprised to hear that the 
exact opposite is contended in this country — that many 
manufacturers here complain that they have been 
nearly ruined by the competition of India ? — I should 
be surprised to hear that. 

1 1 .012. There are a great many people in Lancashire 
for instance, who think that the Bombay mill-owners 
have seriously prejudiced them by their competition ? 
— The mills have only started lately. 

11.013. Then you say, “ I have, myself, within the 
“ period of my service, visited villages of weavers 
“ almost deserted and relapsing into jungle 33 ? — Yes, 

I have seen that. 

11.014. You do not hold Europe responsible for 
that? — I hold the competition responsible for that, 
but I do not complain of it, because we live in times 
of free trade. 

11.015. As a matter of fact, Bombay is as much 
responsible for the ousting of the native weaver as 
Lancashire ? — Possibly. 

11.016. I venture to suggest that you are a little 
pessimistic when you talk of “ the dying industries of 
India 33 ? — But you will notice that I go on to add 
that I do not complain of this. What we complain 
of is any additional obstruction given to native manu- 
facture. In Eastern Bengal I have travelled through 
many villages, and found the weaver caste had 
disappeared and gone elsewhere, and that is the same 
in other districts throughout India* I have seen 
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many dyers’ shops closed in consequence of the 
discovery of aniline dyes in Europe. 

1 1.017. On the other hand it can be proved, I think, 
that some of the new industries that you have men- 
tioned now pay the natives of India better ? — Not in 
the case of these aniline dyes. 

11.018. But with regard to other industries? — 
Possibly. 

11.019. (Mr. Le Mar chant.) Do you consider that 
the rise in land revenue would keep pace with the fail 
in the value of the rupee ? — It would follow after a 
few years. Eventually it would. 

11.020. If you take a period ox five or ten years, 
you would expect it to work out closely ? — Yes, 
probably. 

11.021. Have you observed how far that has been 
the case in the past ? For instance, if you take ten 
years from 1886-87 (so as not to include this last 
famine year, which was exceptional) the fall in the 
rupee was from something like 17 \d. to below 
14 d. It was a fall, I mean to say, of more than 
20 per cent, and during that period the land revenue 
appears to liave increased only from 23 to 26 crores, 
a rise of about 13 per cent. There we have an 
instance of a period of 10 years ? — Yes, but there are 
some places in which settlements are still going on. 
Sir Antony MacDonnell says with regard to Oudh 
and the North-West Provinces the settlement is going 
on now. In Orissa and the Central Provinces the 
settlements have not been completed yet. When it is 
done, I think you will get more than your 20 per cent. 


11.022. If the rupee were to fall just after the 
settlements had been concluded, the land revenue 
would be prevented for many years from rising in 
correspondence with the fall in the rupee ? — For some 
period, but it will rise in the end, and during those 
few years probably the people will be a little better 
off — a result which neither you nor anybody else will 
regret — provided the Government gets its own proper 
share when the next term of settlement comes. 

11.023. And you think the area of production will 
continue to increase ? — Yes. 

11.024. Is it the case that there is sufficient 
available land for that purpose ? — I find from 
Mr. O ’Conor’s evidence that he puts down the waste 
calturable land at 100 million acres, and the land 
under cultivation and pasture he puts at 240 million 
acres. Of course, the land which is not under cultiva- 
tion is not of such good quality. However, there it 
is, and there is 100 million acres available. 

11.025. Still there would be difficulties in bringing 
that land into profitable cultivation ? — If rice and 
wheat fetch good prices, much of that land will be 
brought under cultivation. It all depends on the 
prices of food grains. As prices go up, land is brought 
under cultivation, and, as prices go down, land is put 
out of cultivation. That is going on every year in 
India. 

11.026. Still, would not the margin of profit be 
less ? — I admit it would be so. 


The witness withdrew. 
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The Risrht Hon. Sir John Lubbock, Bart., M.P., called and examined. 


11.027. ( Chairman.) You are the Chairman of the 
London Bankers, and President of the Central 
Association of Bankers ? — I am. 

11.028. And I think you were also a member, of 
the International Monetary Commission, and the Gold 
and Silver Commission ? — Yes. 

11.029. I understand that you wish to disclaim any 
personal knowledge of Indian finance; you simply 
deal with it as an expert in banking and finance ? 
That is so. 

11.030. What was your opinion of the policy or 
closing the mints in 1893 ? — I should naturally wish 
to speak with all diffidence on the subject, and not. at 
all dogmatically, but I very much regretted the closing 
of the mints at the time. 

11.031. Did you think that the circumstances ot 
the case did not justify it, or that it was radically 
wrong in itself ?— As far as the facts came before me, 
I confess that I did not; see that the facts necessitated 
the closing of the mints. 

11.032. Do you think that a gold currency would 
be suitable to the requirements of India r— I think 
not. 


11.033. Do you draw a distinction between a gold 
standard and a gold currency ? — I quite agree with 
Lord Rothschild that you cannot have a gold standard 
without a gold currency; and I should like to go 
further, and say that what I have always understood 
to be a gold currency is a currency of which the main 
amount is in gold. Of course, there may be a subsidiary 
currency, whether a token currency or otherwise, in 
other metals, and there probably would be ; but acountry 
that had only, say, 20 millions.of gold, and 100 millions 
of silver, would, I think, be properly described as 
having a silver, and not a gold, currency, or it might 
be described as having a gold and silver currency. 
But, if you speak of one metal only, you should speak 
of the metal which is the predominant partner, as it 
were, in thecurrency. 

1 1.034. Are you acquainted with the monetary 
arrangements of Canada?— I have only a general 
knowledge ; I think you will probably get that better 
from .somebody else. 

] 1 035. You said that you did not understand how 
there* could be a gold standard, unless the currency 
was In the metal of which the standard consisted ?-— 
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I said that I did not think you could have a gold 
standard without a gold currency. 

11,036. I do not know whether you have read the 
evidence of Mr. Clouston, the general manager of the 
Bank of Montreal. You will find at question 6755, 
in the evidence we have already published, that I 
put these questions to him : — “ (Q-) You are general 
“ manager cf the Bank of Montreal? — (A.) Yes. 
4< (Q.) That is the principal bank in Canada ?— * (A.) 
“ Yes. (Q.) Have you many branches ? — (A.) Forty- 
“ four in Canada, two in the Unitea States, and one 
“ over here. (Q.) Is it a bank independent of the 
“ Government? — (A.) Quite. We have the govern- 
“ ment account, but they have nothing to do with 
“ the management of the bank. (Q.) Just tell us 
“ what is the standard and what is the currency in 
“ Canada by which that standard is used? — (A.) The 
“ standard is a gold standard, the same standard as 
i( an American eagle. We have no gold coin of own, 
66 but the American eagle and multiples of it (the half- 
u eagle and double eagle) and the English sovereign 
“ are legal tender. We never see a gold coin in 
“ circulation from one end of the year to the other. 
“ (Q) There is no gold in circulation? — (A.) 
“ Practically none.” Would that at all modify the 
opinion you have just expressed as to the impossibility 
of a gold standard without a gold currency ? — I think 
that is what I should call an exchange standard. They 
keep their financial affairs in a satisfactory position 
by maintaining an equable rate of exchange. In 
ordinary conversation you might call it a gold standard, 
because it is kept on a par with gold ; but I think, if 
you are speaking scientifically, and in a definite sense, 
it is an exchange standard, not a gold standard. And 
it is rather important to draw a distinction between 
the two, because, although in many w r ays they act in 
the same manner, there are others in which the effect 
is different. 

11.037. Do you mean that, when Canada had to deal 
with its foreign trade, it would have to deal in gold ? 
— That would be so. 

11.038. But inside Canada they can get on without 
gold ; they have entirely a token or a paper currency ? 
— Yes, but it is not automatic ; it has to be regulated 
by the Government, or the banks. It does not regulate 
itself automatically, as it would if they had a silver 
standard or a gold standard. 

11.039. Is not a subsidiary token currency always 
regulated by Government ? — But it is not the standard. 

11.040. But I am rather looking to this point 
whether the internal currency of the country need be 
of the metal which is the standard. Let us assume, 
for the sake of argument, that we have a gold 
standard in India. In the first paragraph of your 
memorandum you say, u It seems to be generally 
“ admitted that a gold currency would be unsuitable 
“ to Indian requirements.” I should think everybody 
would agree with you upon that point, because the 
transactions in India are so small, one- half of them 
being apparently in copper, but the general effect 
would be as stated by you, that a gold currency 
in the sense that we have it in this country — people 
carrying about sovereigns and half sovereigns in their 
pockets — would be unsuitable to the trade and habits 
of the people of India ? — Quite so. 

11.041. That being the case, is it necessary in 
order to make an effective gold standard that there 
should be a gold currency ? — It seems to me so. 

11.042. You say we cannot have an effective gold 
standard without a gold currency ? — As long as the 
main currency is in rupees, and all contracts are made 
and taxes calculated in rupees, and transactions effected 
in rupees, and rupees are legal tender to any amount, 
it appears to me that the rupee is really the standard. 

11.043. The rupee or silver becomes the standard ? 
— It would depend upon what regulation you make, 
but, if you allow the rupee to be freely coined, then 
1 say silver is the standard. If you shut the mints to 
silver as you have at present, then I consider that 
an exchange standard is the more technically correct 


description of it, because the rupee is now dissociated 
from silver. 

11.044. Do you consider that you can have a gold 
standard in India, unless the Government are prepared 
to give gold for rupees at a fixed ratio ? — I think not. 

11.045. And that, you think, would be a very great 
responsibility for the Government to undertake ? — 
The Government have expressed that opinion, and, as 
far as my opinion is worth anything, it appears to me 
that they are entirely correct. 

11.046. The Government of this country is not 
under an obligation to give gold for silver ? — No, but 
then silver is not a legal tender in this country, 
except in small amounts ; and the silver circulation in 
this country is entirely a subsidiary and a minor 
circulation, so that I think the cases are entirely 
different. 

11.047. They are different, no doubt, but do you 
regard it as an effective part of the token currency 
that the Government should be bound to give the 
standard metal for it ? — Not if it is a token currency. 
My idea of a token currency is a currency which 
would not be legal tender, or, if at all, would be legal 
tender only in such small amounts that practically it 
would he merely for convenience in small transactions 
that would not come into consideration in commerce 
at all. 

11.048. Will you give us your definition of an 
“ exchange standard,” which is, I think, a phrase of 
which you are the father ? — If a Government issue 
inconvertible notes, or rupees when the mints are 
closed, which I should regard practically as notes 
printed upon silver, and then undertake to keep them 
at a certain value as far as they are able, L should 
call that an exchange standard, for the want of a 
better name. 

11.049. Is there any objection to an exchange 
standard? — I think there is this objection, that an 
exchange standard is not automatic. The currency 
will not expand or contract according to the require- 
ments of trade, but it has to be regulated cit her by the 
Government or by some financial institution. We 
know there are at present in India great differences of 
opinion as to whether the currency is redundant or 
deficient. Some authorities maintain that it is 
deficient, and that it ought not to be still further 
curtailed ; others maintain that it is redundant. You 
have two totally different interests. The interests of 
some people would be to have the currency curtailed, 
and others would be benefited by having the currency 
increased. That the Government should have to decide 
between those two conflicting interests appears to me 
to put them in a very difficult position, and one which 
it is verv undesirable they should occupy, if it can be 
avoided/ 

11.050. How does the consideration of this fact 
affect your judgments that at least 80 per cent.— I 
think probably a great deal more — of the trade of 
India is with gold-using countries ? — I think, as far as 
it goes, that is an argument in favour of a gold currency 
and a gold standard ; but I regard the internal trade 
of a country as being much more important than the 
external trade, and, therefore, in considerations of 
currency, it is more important to consider what is 
convenient for the internal trade than for the external 
trade. I also think that, as regards external trade, 
the inconvenience of exchange fluctuations has been 
considerably exaggerated. 

11.051. We were informed that, as far as the 
internal trade of India is concerned, the closing of the 
mints has practically produced no effect whatever, 
that the^ rupee is practically what it was, and that 
all the internal trade transactions of India- go on as 
they did before ? — Of course, there is the question 
which 1 alluded to just now, of either redundancy or 
stringency of currency — the actual circulating 
medium — upon which the evidence is, perhaps, to 
some extent conflicting. 

11.052. But, assuming that the internal trade is not 
affected, either by the closing or the opening of the 
mints, what would you say theh?-*I do not think 
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tlie internal trade lias beeii materially affected ; but 
prices have been very materially affected by the 
closing of the mints ; the internal trade has not been 
affected, because you have left silver in circulation, 
■which is convenient for the majority of the transac- 
tions of India, excepting in so far as they are of a still 
smaller amount. 

11.053. You think prices have fallen in India? — I 
think prices would have risen if the rupee had been 
.allowed to fall to the amount of the intrinsic value. 

11.054. The evidence seems to show that recently 
prices have somewhat risen in India. That is 
Mr. O’Conor’ s evidence ? — Yes. 

11.055. Do you think the Government should now 
take any steps ? You stated to us your difficulty 
with reference to a gold standard, and with reference 
also to the advantages or disadvantages of an 
exchange standard. What would you advise? — I 
very much regretted the closing of the mints, but at 
the same time, of course, we have to consider what 
should he done under existing circumstances. I sup- 
pose that the Indian Government have committed 
themselves to maintaining an exchange somewhat 
approximating to ls\ 4d. Having done that and given 
notice that such was their intention, I think they are 
bound to adhere to it, at any rate for the present, and 
therefore the experiment ought to be given a longer 
trial. But I venture to suggest that it would be a 
good thing to put an import duty on silver, which I 
think would have considerable advantages. In the 
first place it would bring in a substantial revenue ; in 
the second place it wouid tend to increase the demand 
for Council Bills ; and in the third place it would 
diminish the difference between the value of coined 
and uncoined silver in India. I do not concur 
with those who consider that the people of India 
have been robbed by the Government in the course 
they have adopted, but I do think those that have 
accumulated silver, with the idea that they could pay 
their rents and meet their other obligations by turning 
it into rupees, are placed at a disadvantage, and I 
should be rather afraid that it might possibly lead to 
considerable political feeling. Of course, on that point 
the Committee are much better able to judge than I 
am. But it seems obvious that whatever tended to 
reduce the difference between the value of the un- 
coined silver in India and that of the rupee, would be a 
great advantage to those that have accumulated silver 
in preparation for bad times, and would diminish any 
complaint there might be as to the loss to be sustained 
on the uncoined silver which they hold. 

11.056. Would it be part of that suggestion that 
the mints should be re-opened ? — I do not think you can 
safely re-open the mints as matters are at present, even 
with a duty on silver; but it seems to be impossible 
to foretell what the value of silver will he in the future. 
It depends so much on production and various other 
circumstances ; and, having regard to the very great 
increase in the production of gold which is now taking 
place, I should think it. is at ieast as likely that silver 
will rise as that it will fall. If silver should rise, 
then I think it might be possible, after putting on an 
import duty and a seignorage, say of one penny, to 
open the mints, and it would certainly be very desirable 
to do so. 

11.057. You know that there is at present an 
import duty of 5 per cent. ?— Yes, and therefore the 
principle is conceded. 

11.058. What would you consider that should be 
turned into ?— 6d. per ounce is what I have suggested. 
Of course, if one was in a responsible position, one 
would wish to make inquiries before determining the 
amount. I think it should be a fixed amount. I 
would rather have it fixed at, say, 6d. per ounce than, 
say, 25 per cent., because that would vary accordiug 
to the price of silver. 

1 1.059. What would the effect be on the value of 
silver if a duty was put upon it ? I am assuming, 
of course, that the mints were open ? — It would tend 
to raise the rupee price. 
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11.060. Would it not be an artificial raising of the 
price of silver ? — I think it would. I do not think 
it can be logically defended as a course to be taken 
by itself. I regard it as a pis oiler , considering the 
circumstances in which we find ourselves. It is not 
what I should recommend as an abstract advantage. 

11.061. It would be, as you say, an artificial raising 
of the value of silver in India only ? — That is so. 

11.062. Then, if silver remains, as you propose it 
should, the standard, that would be an artificial 
raising of the standard ?— -I do not contemplate that 
the Indian Government would raise the standard above 
Is. 4 d. My object was to enable them to keep faith 
with those who had trusted in their declaration that 
they were going to keep it at about Is. 4 d. 

11.063. I do not mean about the exchange value 
being at Is. 4 d . ; but I understood you to base your 
position rather on the injustice to the Indian who had 
accumulated silver for future purposes, and then found 
that it had depreciated in value; and you propose to 
put on a duty, in order to level up the value of silver 
already accumulated ? — I put that forward as one of 
the advantages. 

11.064. Then for coinage purposes, and for use in 
India, the Indian purchaser of silver would have not 
only to pay the intrinsic value of the bullion, but he 
would also have to pay a tax to the Government ? — 
As far as he was going to use the silver for ornaments, 
that would he so. As far as the silver is used for 
currency it would not he so more than it is at present. 

11.065. But the moment he goes outside India, and 
wants to buy gold with that silver, then the artificial 
increase in its value is gone, is it not? — I do net think 
he would do so. He would turn the silver into rupees, 
and the rupees would be at Is. 4 d. 

1 1.066. Then you would have to have your 
exchange standard. The Indian Government, before 
the present alteration took place, had to buy in London 
a certain amount cf gold with bullion — practically with 
the bullion value of the rupees they received ? — I 
thought you were speaking of the individual Indian, 
not the Government. 

11.067. I will say the individual merchant. Take 
the individual purchaser of English goods. He has to 
find a certain amount of gold in London to paj'- for 
them, and formerly he had to buy that gold 
by the bullion value of the silver in the 
rupee ? — If he has to make payments out of India, 
what he has to consider is what is the value of the 
rupee, and what is the cheapest form of remittance. 
It might be that the fact of there being an export 
duty on silver might make it not the cheapest form of 
remittance. It is self-evident that, if you put an import 
duty on silver, you would tend to reduce the amount of 
silver that would be imported into India; and, of 
course, that would also have a tendency to increase the 
demand for Council bills, which are the competitors 
with silver. 

11.068. It would not increase the intrinsic value of 
silver ? — There would be the difference in the value 
of silver inside and outside India of about 6d. an ounce, 
just as tobacco inside England is worth more than 
tobacco which is in bonded warehouses or outside 
England. 

11,0(39. But, if a Government may artificially 
increase the value of bullion, is not that exactly the 
same process as artificially depreciating the currency ? 
— I admit that it is an undesirable thing in itself to put 
a duty upon the metal which is the standard of value ; 
but the Indian Government was in circumstances in 
which it was obliged to do something, and the question 
was what was the least evil. It appears to me that, 
under the circumstances, that is the least evil. 

1 1.070. You admit that it would he a grave evil ? — 
Oh, yes. But I do not think it would be a grave evil 
as compared with the present condition of things. 

11.071. What do you say about a stable exchange ? 
— A stable exchange is very desirable. But I think 
the importance of it has been somewhat exaggerated ; 
and I should draw a distinction between what is really 
a difference in exchange, that is to say, the difference 
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of gold, we will say, as between one country and 
another, which is limited by the expense of carriage 
and insurance and freight and so on ; and what is 
generally called in speaking of the Indian currency 
“ exchange,” which is really a question of the fall in 
the value of silver. 

11.072. Do you think that has been exaggerated? 
— I think the fall has been a great evil to the Govern- 
ment, because of the great difficulty of increasing the 
taxation of India; but I draw a great distinction 
between differences in the true exchange, which can 
only vary within the limits of carriage, freight, 
insurance, and other small expenses ; and the exchange, 
as 'it is generally called in India, which is quite a 
different thing, and ilie fall in which is due to the fall 
in the value of silver. 

11.073. ' In India the difficulty arises from there 
being two metals of different value ? — To some extent. 
It is very unfortunate that we have nothing that is 
absolutely stable in nature. We are in that condition, 
unfortunately. 

11.074. And the instability in exchange arises from 
the fluctuating value of silver as compared with the value 
of gold ? — Silver has fluctuated largely as compared 
with gold, no doubt, of late years, because the 
production of silver rose enormously, and various 
countries,, for different reasons of their own, sub- 
stituted gold for silver, and thereby, just when 
the production of silver was increasing, they have 
diminished the demand for silver and increased the 
demand for gold. But there seems to be no reason 
in the nature of things why we should regard silver as 
being less stable than gold. It might quite well have 
happened that the reverse operation might have taken 
place, and that the demand for silver might have been 
increased and the demand for gold decreased. I am 
old enough, I am sorry to say, to remember when 
there were apprehensions on that score after the 
Australian gold discoveries. 

11.075. You say that, so far as the revenue is 
received in rupees, a fall in the rupee would mean a 
reduction of the revenue ? — I do not wish to lay too 
much stress upon that ; but, as the revenue of India 
was received in silver and silver has fallen, although 
they have received the same nominal amount, practically 
it was a lower revenue. 

11.076. And, therefore, if the expenditure did not 
diminish but considerably increased, it involved a large 
increase of taxation in order to make up the deficit ? — 
That is so. 

11.077. Do you suggest that any borrowing might 
be necessary for a short time, or would you approve 
of any borrowing ? — 1 should have preferred borrowing 
for a short time rather: than to close the mints. 

11.078. Now you want to say something about the 
land tax. I do not like the phrase “ land tax.” I 
use the phrase “ land revenue ” ? — I really do not know 
that I need go into the question, unless the Committee 
wish me to do so ; but it did seem to me that some 
persons confuse the functions of the Government as a 
Government, and as a landlord. Where the Govern- 
ment made an arrangement with a particular individual 
that he was to pay a certain amount for a certain time, 
I think it would be most unjust to make any revision 
of .that on account of the bargain having turned 
against- them ; but, if a country finds itself under the 
necessity of raising additional taxation, of course it 
must be considered, how it. can do that to the best 
advantage. -As to a land tax, I should say the Govern- 
ment might alter it in India, just as our Government 
here might alter; it. 

11.079. The 'position of things is this, that in 
India the Government is the owner of the land, ana 
the land revenue is the rent. There is no tax on land ; 
it really is a ground rent, and that is practically subject 
to the revision of temporary settlements every 30 
years. The Permanent Settlement made by Lord 
Cornwallis a century ago was fixed finally, and 
therefore that is very much against the Government. 
Now, in suggesting that any alteration should be made 
to raise additional revenue, would it not be breaking 


the contracts with existing tenants, and, of course, 
raising a great deal of political agitation ? — My own 
idea as regards land revenue is this : — I understand 
these settlements are falling in. 

1 1.080. They are “ revolving,” as it may be termed ? 
— They are revolving, and as they expire they would 
naturally be considered in the light of the fact that the 
rupee was not worth what the rupee had been before, 
and that therefore it was fair to expect them to pay a 
rather larger number of rupees. Of course, it would be 
a process that would take some time, and, though you 
would get something additional at once, you would 
not be able to get the full equivalent to balance the 
fall of the rupee for a certain number of years. That 
is why I suggested it might be necessary to borrow 
for some time. As regards putting on a general tax, 
I am not advocating that ; that is entirely a matter 
for the Indian Government. I was merely saying 
that there is an essential difference between putting a 
land tax on the land as a. whole, and raising the rent 
payable by certain individuals. If you altered an 
arrangement which you have made with a single 
individual, it would be very unwise to do so ; but, if 
you determined to put a tax of so much on the land 
of India, that would apply to the whole of the land 
of India, just as a tax here would apply to the whole 
of the land of England. It would not be affected by 
the question of the particular arrangement which the 
Government had made with particular individuals. 

11.081. Now, there is a suggestion that you wish 
to make with reference to the debt, as to the burden 
on the Government? — Where the Government had 
silver liabilities, of course the fall in silver did not 
really affect them so much, and I think it must be 
remembered that, so far as regards the silver debt, 
really that was practically lightened by the fall in the 
value of silver. Of course that does not affect 
individuals, but it does affect the country as a whole. 
A country which lias a debt payable in silver lias its 
debt lightened by a fall in the value of silver. 

11.082. I see that in the abstract, but not in the 
concrete. The whole of the taxation of India is 
received in rupees; that is the mode in which it is 
paid. Now, as you say here, and I assume you are 
correct, the interest on the silver debt is Rx. 3,750,000, 
and you put the interest on the. gold debt at 3,800,000/. 
As a matter of fact, the interest on the gold debt is 
about one million less than that. Whatever the 
interest on the debt of India is, it has, so far as the 
Government of India is concerned, to be found in 
rupees. Rupees have got to be provided out of taxa- 
tion — such an amount of rupees as will in London 
purchase the gold necessary to pay the interest in 
London in gold on the debt. Now how do those two 
operations balance one another ? — I have no doubt 
you are correct about the gold debt ; I took tlie figure 
from Sir Henry Waterfield’s evidence on page 102, 
but I have no doubt your correction is right. If the 
Indian Government had received their revenue we 
will say in gold, and then had to pay the interest in 
silver, as the silver has fallen in value it seems to me 
that to that extent they would have their burdens 
lightened. 

11.083. But they do not receive any revenue in 
gold, they receive it all in silver. Let us take this 
case. Here is 1,000 rupees that is to be appropriated, 
5C0 for paying interest on the silver debt, and 500 for 
paying the interest on the gold debt — I am taking the 
old figure of 2s. to the rupee. Now the revenue 
remains — the 1,000 rupees. The Chancellor of the 
Exchequer in India has to pay the Government creditor 
in India just as much as he always had to pay, 
namely 500 rupees, but, instead of his 500 rupees 
purchasing 50 sovereigns in London, the 500 rupees 
will only purchase 30 sovereigns, therefore, he must 
send so many more rupees, or sell so many more 
rupees, in order to buy in London the other 20 
sovereigns ? — Certainly, that is so, and therefore so far 
as the Government is concerned, I quite follow your 
contention, but, so far as India is concerned (speaking 
here of India, and not of the Government), she would 
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have to sond ji smaller amount of produce, because 
the silver which she would have to pay would be 
worth less ; therefore, whatever the amount which 
she has to pay on the silver debt, the produce would 
go further in paying it. But so far as the Govern- 
ment is concerned, I agree with you. 

11.084. Now you suggest a seignorage of id. ; is 
not that rather a large seignorage ? — It is rather large, 
but I do not think it would lead to any great practical 
inconvenience. You would not levy a seignorage, of 
course, until you found that the condition of the silver 
market was such that, by levying a seignorage, you 
could then open your mints. I have assumed that tlie 
opening of the mints would create an additional demand 
for silver, and that it would have a moral effect on the 
silver market ; and, I think, in assuming that the 
opening of the mints would make a difference in 
tlie price of silver equivalent to nearly 2d. in the 
rnpee, I am taking a moderate figure. I have con- 
sulted several authorities in the City, and they seem 
to think that that is a moderate figure to take it at. 
Then, of course, the 6d. an ounce in silver would be 
equivalent to 2d., and rather more. If } r ou had the 
silver market in a condition at which that very nearly 
brought tlie rupee to Is. -id., then a seignorage might 
make it safe to open the mints, which I think in itself 
most desirable for the people of India. 

11.085. (Sir F. Mowatt.) That is based oil the 
assumption that with open mints the rupee would fall 
to Is. 2d. in value ? — No, I think not. If you liad 
silver with the intrinsic value at 11 d., and if the effect 
of opening the mints was equivalent to 2d., that would 
bring the value to Is. Id. ; with the duty and the 
seignorage it would then be Is. 4 d. 

11.086. I mean, you proceed on the assumption 
that the opening of the mints would bring silver to 
about Is. 2d. ? — I suggest that it would make a 
difference of 2d., or nearly so. 

11.087. (Chairman.) You know the effect of the 
purchases of the American Government under the 
Sherman and Bland Acts. There was a steady fall of 
silver, notwithstanding those great purchases. I want 
to know whether you think that, supposing the mints 
were opened for the unlimited coinage of silver, it 
would affect the silver market? — I think, certainly, it 
would affect the silver market. 

11.088. Did it in America?— I think it did. It 
did not prevent tlie fall, but the fall would have been 
greater than it was if the Americans had not been 
buying silver. It did not prevent the fall, but it 
diminished the fall. 

11.089. The fall still went on during all that 
period ? — Yes, and it is perfectly possible that, in a 
country where you have a gold standard and a gold 
circulation, you may have a fall ; you are open always 
to the possibility of that altering. I do not say it is 
likely, but it is’ quite on the cards that there may be 
an enormous development of the production of gold, 
and the sovereign might alter in value intrinsically. 

11.090. I suppose the real influence which would 
settle* the price of silver would be the cheapness of the 
cost of its production and an abundance of the metal ? 
— As compared with the demand. 

11.091. Do you and your friends with whom you 
have talked it over think that, taking the cost of 
production as it is now, and a reasonable estimate of 
the sources of supply, the price would be affected ? 
The coinage of silver in India when the mints were 
open, was on an average about 0 crores a year. Now 
we cannot assume that it will De much more in the 
future than it lias been in the past. Do you think the 
sudden purchase of six crores of rupees would produce 
such a change in the silver market, as to raise the 
price by the figure you were mentioning to Sir Francis 
Mowatt, 2d. an ounce?— 1 The effect of closing the 
mints, I think, was a sudden fall in silver of 11 per 
cent. 

VI ,092. But you remember that it, was after the 
closing of the mints that they repealed the Sher- 
maiy Act.?— It is very difficult; no doubt, to determine 
what was due to one cause and what to another. 


11.093. Assume that the effect of re-opening the 
mints would be to create an increased demand of from 
10,000,000 to 15,000,000 ounces, what effect do you 
think that would have on the silver market? — It is 
very difficult to express a decided opinion. I feel 
strongly that the effect would be a substantial rise. 

11.094. You think it would? — I think it would. 

11.095. Is there anything further you desire to 
add ? — I should like to add that I concur very much 
with what fell from Lord Rothschild, with reference 
to the railway policy. I think it is very important 
for the Indian Government to encourage English 
capital being invested in Indian railways, and that the 
line which the Indian Government has taken has 
tended to discourage it. Also that it was a mistake 
to fix the maximum, and not the minimum, of the 
rupee ; because, as soon as the rupee comes near the 
maximum, naturally anybody who has free money 
takes it from India, because he has nothing to gain by 
leaving it there, and may lose by not taking it away. 
That is an undoubted effect of the existing state of 
things. 

11.096. Having fixed, as it was never intended to 
do, but as was practically done, a maximum of is. 4 d., 
and no minimum, that creates a tendency to send 
capital out of India ? — As soon as the value ap- 
proaches to is. ±d. 

11.097. And that is a state of things that you think 
it is desirable to terminate ? — Yes, I think it is an un- 
desirable state of things. Then, I venture to deprecate 
the raising of a gold loan. I do not see any need for 
that. At present I do not see that the moral effect of 
the Indian Government doing it would he ail advan- 
tage, or that anybody doubts the solvency of the 
Indian Government at present. It also seems to me 
to he unnecessary to melt down rupees. I cannot 
help thinking that with the increase of population and 
the natural wear and tear of the coin that is always 
going on, it is quite unnecessary to melt down any 
rupees. 

11.098. In fact, you do not concur in the proposals 
of the Indian Government? — No. I do not concur in 
those proposals. 

1 1.099. Have you thought of the Lindsay scheme 
at all? — The Lindsay scheme seems to me to be a 
complicated one. I think, if you are really to have a 
gold standard and a gold circulation, you must do it in 
the way that Russia and other countries have been 
doing it ; but in that case it seems to me that you 
would have to replace the great bulk of your present 
silver currency by a gold currency. 

11.100. Will you tell us why you think that? — 
Because the coin which is the legal standard must 
be the main coin. You cannot have an enormous 
amount of token coinage floating about in the country. 
It would not keep its value, and, if you are really 
going to have the gold standard and gold currency, 
the gold currency must he the main currency of the 
country, as it is here. Of course you would naturally 
require a certain amount of silver for small change, 
as we do here, and probably, under the different 
circumstances of the country, you would keep a larger 
proportion in India than you do here; but, I do not 
think you could be said to have a gold currency in 
India unless, supposing the currency were 130 millions 
sterling, 100 millions were in gold or notes issued 
against gold. Then if you are going to sell 90 millions 
or 100 millions of tens of rupees, I think the moral 
effect on the silver market of destroying the demand, 
and the effect also of throwing an immense amount 
of silver upon it like that, would be a very heavy 
loss to the Indian Government. 

11.101. Let us take that operation through its 
various stages. Assuming that argument is sound, 
that 75 per cent., you would say in round figures, of 
the currency of Inuia should be in gold, that- is, 
assuming that the present currency of India is 
something like 130 millions, that 100 millions of it 
should be in gold, the 100 millions cannot be in gold 
without rupees being surrendered for the' purpose ? — 
Bupees would have to be surrendered no doubt, but 
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1 Dec. 1898. 11,102. Why should they? The internal trade of of gold, practically the standard is silver, and that, if 

India is carried on entirely with rupees. You must the Indian Government is determined to have a gold 

assume, for the sake of argument, that the rupee currency and a gold standard, then, as the currency 
remains an unlimited legal tender. If the Government cannot be increased, if you are going to substitute 
give a sovereign for 15 rupees, then, to the extent of gold for silver, you will sell that silver at a ruinous 
every sovereign paid out, the currency is contracted price. 

by 15 rupees? — In the first place, as long as rupees 11,108. You are assuming that you are going to sell 
are legal tender to any extent, I should humbly venture ^ ie silver, but Lord Northbrook does not contemplate 
to suggest that the rupees are the standard, and that that, ? — Lord Northbrook does not contemplate 100 
it is a fallacy to talk about gold being the standard millions of gold. 

as long as rupees are legal tender to any amount. 11,109. No, liis point is that 20 millions of gold 
But I ain assuming that, other things remaining the w tll do ? — My view is — it may be wrong — that, if you 
same, the total amount of circulation in India would have a currency 110 millions in silver and 20 millions 


be about what it is now. The present circulation is 
about that which keeps the rupee a t Is. 3id. or 1.9. 4 d . ; 
of course, India maj* require from increase of popula- 
tion and the development of trade a greater circulation, 
but, assuming that things remain as they are, the 
amount of the circulation to keep the rupee at Is. 4 d. 
m ust be approximately what it is at present. Therefore 
you can only force 90 millions or 100 millions of gold 
into circulation by taking 90 millions or 100 millions 
of silver out of circulation, otherwise it would be 
doubling the amount of circulation. 

11.103. If the artificial element did not come in, 
the value of the rupee at the present time would be 
only 10c?. ? — Certainly. 

11.104. To use your own words, what the 
Government establish is an exchange standard. If 
they had not done that, the rupee would be 10 d. ? — 
No doubt, and my argument is this, that, if things 
remained approximately as they are in India, the 
circulation must remain approximately what it is at 
the present time. Therefore, if you are going to 
introduce 100 millions of gold into that circulation, 
you can practically only do that by taking 100 millions 
of silver out of it. That 100 millions of silver is 
now circulating in India at the rate of 1.9. 4c?., and it 
will be tendered to the Government at I s. 4c?., and 
the Government will have to pay for it at the rate of 
Is. 4c?.; but, when the Government send that silver 
here or anywhere else to sell it, instead of getting 
Is. 4c?. they would only get 6d. or 8c?., and would 
lose the difference. 

11.105. But would not the next step be this, that, 
the moment these people had paid their 100 millions 
in rupees and got gold, they would try to get their 
gold into rupees again, because they would want 
rupees, not sovereigns ?~ But you are assuming that 
the circulation of India was to contain 100 millions 
of goici. 

11.106. I am assuming that the present circulation 
in India is 120 millions or 130 millions of tens of rupees. 
Then the next point to assume is that the Govern- 
ment is bound, when anybody tenders 15 of those 
rupees, to give a. sovereign in exchange for them — 
which is an obligation which does not exist, by the 
way, on the Government of this country with reference 
to shillings; but, assuming that to be so, then the owners 
of the rupees would • go to the Government and get 
gold. Now, what are they going to do with the gold 
when they get it ? — I have very grave doubts whether, 
in the condition of India, you could get a gold 
circulation. That is merely an opinion. Of course, 
my opinion is not worth anything. 

11.107. It is worth a very great deal, and we attach 
great importance to it. I do not know whether you 
read Lord Northbrook's evidence? — Yes, I read 
Lord Northbrook’s article, and also the evidence that 
he gave here. He considers that gold is the proper 
standard for India, and points out that it was the 
standard in the time of the Pathan rulers of India, 
and in the time of tjie Moguls, and in the time of the 
East India Company, when it was abandoned. The 
inference I should have drawn from that would have 
been, that, as gold had been tried and abandoned, it 
was pretty clear that silver was more suitable for the 


in gold, you may describe that as a gold and silver cur- 
rency, or you may, for shortness, describe it as a silver 
currency, but you cannot correctly describe it as a gold 
currency when the great bulk of it is in silver. Lord 
Northbrook begins by saying that he is going to have 
a gold currency and a gold standard. When he comes 
to develop that, and explain what he means, it appears 
that the currency is to consist of 110 millions of silver 
and 20 millions in gold. In my humble judgment, 
that is not a gold currency. You may call it a gold 
and silver currency, or, from the principal metal, you 
may call it a silver currency, but it is not a gold 
currency, and cannot be correctly so described, iliad 
understood, from reading Lord Northbrook’s evidence, 
that he intended that the great, bulk of the currency 
should he gold, and not silver; but I find, from 
reading the article, and from communications I have 
had with him, that that is not his idea of a gold 
currency. Then, when we come to the standard, he 
proposes to leave 110 millions of silver circulating in 
the country. Practically, all transactions are to be in 
silver, contracts are to be made in silver, and silver is 
to be legal tender. It is quite true that a person may 
pay gold if he likes, but, as long as the gold is worth 
more than the silver, nobody is likely to do that. 
Therefore, it appears to me that silver would be 
practically the standard, and that what he proposes is 
not really a gold currency and a gold standard. 

^ 11,110. How do you apply that argument to 
Canada ? — Canada, I think, is on an exchange standard, 
which has kept a certain relative value to gold, in the 
same way as France. I observe that the Indian 
Government speak of France as having a gold 
standard, but Mr. Hambro will confirm me when I 
say, and there is no doubt about the fact, that in 
France 5 -franc pieces are legal tender to any extent ! 
They are not worth intrinsically the value at which 
they circulate ; the French gold is also so very much 
worn and defaced that, if you were to melt it down, it is 
not worth the price at which it circulates ; but the 
Bank of France regulates the issue of coinage and 
notes in such a manner as to keep the exchange 
constant within small differences to 25 *20 for the 
£ sterling ; it is really based on the £ sterling ; and I 
think it is rather a proud position for this country to 
be able to say that the French standard at this moment 
is a standard based on the £ sterling. 

11,111. Is that any injury to France? — It is an 
unsound position, I think. They have an immense 
amount of gold and silver, which is no doubt very 
useful for internal purposes, but, if they were to 
come to export it, they could not export it; 
whereas we have' a very large amount of gold in 
circulation, which is really a reserve for the country. 

If we had a war, and really required it, we could send 
that gold abroad, and replace it by notes. I hope we 
ahall never be driven to that, but we have that reserve, 
whereas what the French have, if it is a reserve at all, 
is a reserve which can only be used at a ruinous loss. 
Then, the foreign trade of France is only small 
compared with our own. The French have a very 
powerful institution in the Bank of France, which is 
very well managed indeed, and quite independent of 
the Government. The Bank of France regulates the 
amount of coinage that is to take place, and so on. 
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But, in the case of India, though I should wish to 
speak with every respect of the Presidency banks, 
winch are excellent institutions, they do not hold the 
same position as the Bank of France does. The 
currency in India, under these proposals, will really 
have to be managed by the Indian Government; and 
the Indian Government will find themselves attacked 
on the one hand by certain people who have interests 
in lowering the value of the rupee, and who will 
maintain that there are too few rupees, and that more 
ought to be coined ; whereas other people, having 
opposite interests, will maintain that the rupee is 
redundant and ought to be curtailed, and the Govern- 
ment will have to decide between those opposing 
interests. That is a very invidious position for rhe 
Government to be in, and one which it is very 
undesirable, if it can be avoided, that the Government 
should be placed in. 

11.112. In my questions, of course, I am not 
contrasting the financial position of France as against 
Great Britain. What I am wanting to see is whether 
the defects which you point out to us in establishing 
a gold standard in India, with a limited currency, do 
not already exist in France. Their currency is not 
unlimited, is it ? — Ho. 

11.113. They are not obliged to pay you gold for 
a cheque on the Bank of France? — Ho, they have 
the option. 

11.114. Side by side with that, for all the internal 
trade of France, the o -franc piece circulates for 
double its bullion value ? — Yes, I suppose it is about 
that. 

11.115. Just as our shilling does ? — Yes. But the 
shilling is only legal tender up to 2/. 

11.116. For our real business purposes our shilling 
is worth the twentieth part of a sovereign, whereas 
its real intrinsic value is not more than one forty-fifth 
of a sovereign, I suppose ? — Yes. 

11.117. How I want, in conclusion, to ask you 
this : Putting on one side the proposals of the 
Indian Government, and putting on one side the 
proposals of Mr. Lindsay, Mr. Raphael, Mr. Probyn, 
and other experts, simply confining yourself to 
the question whether it- be possible to establish a 
gold standard in India, with a restricted, in the first 
instance, but eventually, if you like, an unlimited 
convertibility of the rupee — would that be a desir- 
able financial system for India ? I mean, making 
the rupee entirely a token coin ? — If you have a 
small amount of circulation of the rupee — 10 or 
20 millions — which would be about the proportion 
that you could have as a token coinage, then I think 
that you might undertake to give gold for it ; but, 
if you have 130 millions of silver, or anything 
approaching that, the Indian Government have 
considered — and if I may say so, I venture to think 
very wisely considered — that they will not undertake 
the responsibility of giving gold for that amount ; 
and as long as you have the great preponderance of 
the circulation of India consisting of* silver, that 
silver being the basis of all contracts, and being 
legal tender to any amount, and the Government 
declining to undertake to exchange it for gold, I do 
not think you can be said to have a gold standard. 
It seems to me that the rupee will still be the 
standard. 

11.118. (Sir F. Momatt .) You assume, I think, 
that the silver currency for India is about 120 
millions of tens of rupees ? — I have taken Mr. O’Conor's 
figures. 

11.119. And that the large majority of transactions 
are so small that they must be carried on in silver 
rather than in gold ? — Quite so. 

11.120. And I think also you say that, either by 
import duties and a seignorage and opening the 
mints, or by the arrangement which the Government 
proposes, it is now necessary to maintain the rupee 
at or near 1$. 4 d. ? — I understand that the Government 
have pledged themselves to that. 

11.121. That being so, I feel a little perplexity in 
following what you said about the difficulty of the 


gold standard. If this 120 millions is required in 
silver, why should the native take his silver to the 
mint, and ask for gold? He will get a coin, at that 
rate, which is not so convenient for his transactions. 
Why should he go and get it ? — My statement was 
that it seemed to me that silver was the more 
convenient currency for India. 

11.122. As soon as he takes his rupees, the number 
of rupees in circulation will become smaller ? — Yes. 

11.123. And as soon as it becomes so small that 
he cannot conveniently carry on his business with it, 
the rupee will rise in value ? — That is so. 

11.124. When it rises in value, will he not take 
the sovereigns, in one form or other, back and ask 
for his rupees again ? — In that case you would not 
have a gold circulation. 

11.125. But, supposing, for instance, 30 or 40 
millions of tens of rupees are brought to the mint, and 
gold asked for in exchange. The pinch on the rupee 
would be so great that it would rise very considerably 
in value, would it not? — It might. 

11.126. Then one of two things would happen. 
Either they would not go to the mints, and would 
not get the gold, in which case there would not be 
this 120 millions in circulation, or they would find it 
necessary to take back the gold and buy rupees 
again ; otherwise they could not carry on their 
business ? — It would depend on what they did with 
the gold. If the gold was put into circulation, to 
that extent the silver would be diminished. 

11.127. I have rather assumed, and all the evidence 
that we have had is, that a very large amount of 
silver currency was absolutely essential, from the 
nature of the transactions in India ? — I should think 
that was so, certainly. 

11.128. That amounts to saying, does it not, tliat 
the whole of the silver currency, or any large part of 
it, could not really he changed for gold ? — I think 
a large part might; the whole certainly not. But I 
suppose the Government thought that so much might 
be changed for gold that they could not take the 
responsibility of exchanging all of it. 

11.129. We have had the equivalent of 15 or 20 
millions sterling suggested. Then, assuming that the 
great hulk of the transactions must still be in rupees, 
and only a very small part of the transactions in gold, 
that, you say, is not really a gold standard or a gold 
currency, but it must be described by some other name 
— an exchange standard, or a silver and gold currency 
and standard? — I think, as long as the mints are not 
open, it is not a gold currency. 

1 1 . 1 30. But does it really matter whether it is called 
a gold currency, or an exchange currency, as long as its 
effect on trade is the same ? — I do not think its effect 
on trade is the same. In many respects an exchange 
currency well managed has the same effect os a gold 
currency. You will see in my paper I have not 
proposed to alter that at present in India, but the 
disadvantage of an exchange standard, where it differs 
from a gold or a silver standard, is that an exchange 
standard must be managed and manipulated by some- 
body, either by the Government as it is in India, or 
by a great financial institution as it is in France. 
Therefore you do not get under an exchange standard 
that elasticity which you have under open mints. 

11.131. How, assuming that a large portion of the 
transactions must be in rupees, to that extent the full 
amount of the currency could not be in gold ? — Yes. 

11.132. And the larger that proportion is, the 
smaller amount of gold will get into the currency ; the 
larger the proportion of trade that was necessary to be 
carried ori in rupees, the smaller the proportion that it 
would be necessary to carry on with the gold currency ? 
— I think so. 

11.133. Although the amount of the silver currency 
would be larger than that of the gold, yet, so long as 
the Government guaranteed the rupee at Is. 4 d. y it* 
could not fall below Is. 4 d., because there would 
always be gold to be given out at that price, if rupees 
were brought to the mint ? — Certainly. I do not doubt 
thte power of the Indian Government to do it, but I 
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venture to think they are wise in not undertaking the 
responsibility. 

11,134. (Chairman.) May I refer you to Lord 
Rothschild’s evidence. This is at Question 7621 — 
“ You think a gold standard without a gold currency 
u impossible ? — I do, and I would go still further. I 
“ think, if you make up your mind to introduce a gold 
u standard and a gold currency together, you must be 
tc prepared on occasions to send gold back to London.” 
Then he gave some evidence explaining his reasons 
for that, and then I asked him this : “ What time do 

u you consider would be sufficient to establish a 
<£ gold currency in a. normal state of affairs ? — My 
“ idea was that the Indian Government as a 
“ Government would only have to provide 20,000,000/. 
“ of gold, and, either by preventing the importation of 
“ silver, or by putting a heavier duty on it, a certain 
(i amount of gold would flow automatically to India, 
“ and I would have supposed that it would not have 
“ taken India more than two years, if so long. I 
“ wrote to Vienna and asked them for particulars of 
“ what happened there, and they sent me this paper 
“ in German. They raised, I think we may say, 
“ 30,000,000/. sterling, but they only bought 
“ 20,000,000/. of gold, and they put a foot-note here 
iC showing that it did not take them three years to 
“ bring about the change. Now, if Austria can do 
“ that in three years, India can certainly do it more 
c< quickly, backed up with the credit of the English 
“ Government.” I do not know whether you have 
seen that estimate of Lord Rothschild’s as to the 
20,000,000/.? — Yes, I have seen that estimate and I 
quite agree with it, but I should not consider that that 
would be a gold circulation. 

11.135. I do not know whether you wish to leave 
upon our mind this impression, that we could not get 
a gold currency and a gold standard without practically 
providing 100,000,000/. of gold. You said that 75 per 
cent, of the currency must be in gold in order to get 
absolute convertibility? — I think that what Lord 
Rothschild meant there was that the Government 
could not buy more than that amount. In. the case of 
Russia, the Government collected their customs in 
gold; they have stopped the produce of the mines 
from leaving Russia, and they have gradually accumu- 
lated gold in that way. I think the Indian Government 
might do that too. I am very far from saying that, if 
the Indian Government chose to do it, it could not be 
done ; but my argument is this, that, as the currency 
must be kept at about the same amount, to whatever 
extent you issue gold you must reduce the quantity of 
silver, if you are going to keep the standard to Lv. 4 d. 

11.136. Supposing the operation were decided 
on. what would be your opinion of the quantity of 
gold that would be required for safety and success ? 
Lord Rothschild puts it at 20 millions, and I think 
Sir Samuel Montagu put it at rather less than 
20 millions, and some witnesses put it as low as 
15 millions. Of course it is a very serious opinion of 
yours, if you think it really would require eight or nine 
times that amount. If it would lake 100 millions of 
gold, it is of course, one may say, beyond the limits 
of possibility to establish a gold standard? — My 
contention is that you could hardly call it a gold 
currency unless the great bulk of it was gold. You 
might have half gold and half silver, and then I 
should call it a gold and silver currency. 

11.137. But Lord Rothschild said he would not 
consider it a gold currency unless the rupee was 
absolutely convertible ? — I have gone on the basis 
from the beginning that the Indian Government 
declined to undertake the responsibility of giving gold 
for the rupee to an unlimited extent, and I am bound 
to say that they seem to be very wise and prudent in 
doing so, but, that being the case, 1 do not think it can 
be said' that you have a gold standard. I should have 
certainly thought that, if you were really to have a 
gold currency and a gold standard in India, at least 
half the currency of India must be in gold. India 
is a country where the transactions are smaller than 


here, and probably it would not be necessary to have 
quite the same proportion of gold as here. 

11.138. (Sir J. Muir.) I think we understood that 
in 1893 you did not think the facts necessitated the 
closing of the mints ? — That was my impression. 

11.139. Is it your opinion that the Government 
acted wisely in fixing, in the arbitrary way they did, 
the rate of exchange at is. 4 d. ? — I hardly think that 
upon that point my opinion would he of very much 
value. I understood that that had been about the 
average, and that they took it as the average, and that 
does seem a strong argument, but I do not think my 
opinion on that point would really be of much value. 

11.140. Are you of opinion that it is desirable in 
such a country as India that the rate of exchange 
should be allowed to fix itself automatically ? — -Yes, I 
think that is very desirable. 

11.141. Then, if that is very desirable, you would 
hardly approve of any means by which, in an arbitrary 
way, the rate was fixed, and was not left automatic ? 
— I have already said that it was on that ground that 
I disapproved of the closing of the mints, hut, the 
mints having been closed, I think the Government 
must take the responsibility in the matter. 

11.142. Your own view would be, apart from the 
difficulties of the situation, to have the mints, as early 
as it could possibly be done, re-opened ? — I think it 
would be extremely desirable, and it was with that 
object that I have made some suggestions which I 
should not recommend in themselves. T think they 
are an evil in themselves, but I recommend them in 
order, as soon as possible, to get rid of what seems to 
ine to be a greater evil. 

11.143. TheD, in your judgment, the internal trade 
of such a country as India is more important than the 
external trade ? — I think so. 

11.144. We have had various ideas from witnesses 

as to whether or not the currency was redundant or 
deficient. AVe have had it in evidence that the Bank 
of Bengal rate was as high as 12 per cent, last season, 
and in Bombay the nominal rate was 12 and 13 per 
cent. We have had it in evidence that Parsecs went 
to the manager of the Bank of Bombay and asked for 
advances on Government paper, and he said: “I can- 
“ not give it you either at 12 or 13 per cent.” “ But,” 
they said, “ we must have money to meet our engage- 
“ ments, and we would give you any rate you choose 
“ to name to us up to 18 percent.” ; and lie said, 
“ It is not a matter of rate, I have not the rupees, I 
“ cannot do it.” Then the reply was, “ Well, we 
“ cannot meet our liabilities; it is a very serious 
“ position for us.” Is it your opinion that in such 
a state of matters the currency could be called 
redundant ?— - Not at that place, and at that moment. 
I read that evidence with a good deal of surprise, and 
I observe that no statement was made as to how long 
that very high rate was maintained. We have all known 
cases of high rates in London, and much higher rates 
in New York, but it has only been for a very short 
period. In New York the rate is occasionally very 
high indeed for a few days, and it may have been 
something of that kind in the case you refer to. That 
is one oi the evils I. referred to. The Government 
having fixed the maximum, when, the rate of exchange 
approaches that, anybody with free money feels that 
the rate cannot go any higher and that he may save 
himself a loss by remitting it, and, therefore, it tends 
to produce an artificial stringency. I also think that 
these facts illustrate the inconvenience of having a 
currency which is not automatic. The Government 
then has to decide, and it is very difficult for them 
to decide, whether the facts are such as to justify 
them in increasing the coinage, or whether the 
difficulty is only temporary ; whereas, if the country 
has an automatic currency, tjae Government has not 
to interfere in that way at all. . ...... 

11.145. (Sir F. Mowatt .) And the Government 
would have been bound to produce the rupees if the 
sovereigns were brought to them ; therefore the 
deficiency is rather in the capital than in the currency? 
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— That is one reason why I suggested that the extremely 
high rate was perhaps only temporary. 

■11,146. (Sir J. Muir.) Unfortunately it continued 
during the greater portion of the heavy shipping 
season ? — Then, I am surprised that nobody tendered 
the gold and demanded rupees, if they knew that it 
was going on so long. 

11.147. You disapprove of melting down rupees ?— 
Yes, I think that is undesirable. 

11.148. That would be sure, to entail a very heavy 
loss which there is no occasion for ? — It seems so 
to me. 

11.149. Then your opinion, if I understand you 
aright, is that the land rent might equitably be in- 
creased to the extent of the fall of the rupee ? — I do 
not think it would be equitable for the Government to 
go to any particular landowner and make a difference 
in his contract. Tire contract was a contract. But I 
think it is always open to a Government to say, 
“ We must raise an additional amount of taxation and 
“ we must consider how we can best raise it so as to 
“ create the least inconvenience,” and if they thought 
that the best way of raising it would be by a tax upon 
land, it seems to me that they would be entitled to 
impose that taxation. Whether it would be wise or 
not is a totally different thing. But then it would be 
a t-ai upon all land, which is a very different thing 
from making a difference in the case of particular 
landowners. 

11.150. Iam not sure whether you are aware that 
all over Assam and large districts where tea is grown 
we get a settlement for 30 years, the Government 
reserving the right at the end of the 30 years to make 
a fresh assessment. You, I think, understood, and 
you are quite correct, that these leases are falling out 
year after year, more or less. You think it would be 
a reasonable thing to increase the assessments, bearing 
in mind to some extent the fall of the rupee? — Yes ; I 
think where the rupee had fallen it would be reason- 
able to increase the assessment of the land, other things 
remaining equal. I suppose that would be one of the 
elements which those who were responsible for the 
reassessments would take into consideration. 

11.151. The only restriction that we have in regard 
to our tea planters is that they will not assess us at a 
higher rate than rice lands in the neighbourhood. 
Are you aware that the chambers of commerce in the 
great cities, Calcutta, Madras, and Bombay, object 
strongly to the proposals of the Government of India. 
You have noticed that, I daresay ? — I observe that 
they object to some of the proposals, at auy rate. 

11.152. We have had a number of witnesses before 
us who are interested in such productions as indigo, 
tea, coffee, &c., and who complain very bitterly that, 
they are subjected to a heavy loss by the difference in 
the rate. They have to lay down funds in Calcutta to 
pay for the wages of their coolies, and, supposing the 
rate is 1.9. Id., they will get far more rupees for every 
1,000/. that they sell in London at Is. Id. than at 
Is. 4 d., and this 3c/. in the rupee comes to be a very 
heavy percentage of loss to them. I do not know if 
any sort of suggestion may have occurred to you 
whereby this difficulty might be got over. It is one 
that presses very hard upon all growers of indigo, tea, 
coffee, wheat, &c. Did you read Mr. Ralli’s evidence ? 
— I read Mr. Ralli’s evidence. The great majority of 
the companies that he refers to, I think, were formed 
when the rate of exchange was higher than it is at 
present, and it hardly seems to me, therefore, that 
they can complain, because they are better off now 
than they were when they were formed. Some of 
the remaining companies have been formed — and, 
apparently, very successfully formed — since the Indian 
Government announced their intention of doing their 
best tp keep the rate at 1$. 4 d. I scarcely think that 
those who have had notice of it have a right to 
complain. The companies that were formed between 
those two periods are, I think, very few in number. 
You .know more about that than Ido. There is no 
doubt that, the lower the rupee, the better it is for 
thoSuwko pay wages in rupees, but. I can hardly think 


that that will be a permanent advantage. If 
pay the wages in rupees which are worth less, by 
degrees the number of rupees which you will have to 
pay will become more. 

11.153. Did I understand you to say that you 
considered there was no occasion for the closing of 
the mints, and that the Government of India might 
have found some other means of meeting their expen- 
diture than closing the mints and raising the rupee to 
Is. 4c7. ? — The Committee will understand that on a 
point of that sort I should really wish to speak with 
the greatest possible diffidence. Naturally, the Indian 
Government had sources of information which are not 
open to us. But, looking to the fact that the rate of 
exchange at the time the mints were closed was, 
I think, 1$. 2 |c/., and that an import duty of 6d. an 
ounce would have been equivalent to nearly 2*>d. in the 
rupee, and would have brought in 800,000/. in money, 
and that a seignorage of Id. again would have brought 
in another sum, if you take the present intrinsic value of 
the rupee at 1 Id. you would have had the seignorage of 
Id., which would have brought it to l*., then 2 \d. in 
the rupee would have brought it to 1$. 2 \d., and the 
difference between that and 1$. 2f d. was, of course, 
only \d., which would have been more than covered 
by the amount which would have been brought in by 
an import duty on silver. Although I admit that the 
imposition of such a heavy seignorage as lc/., and an 
import duty upon the standard metal, are undesirable 
in themselves, I confess I should have thought that it 
was a lesser evil than the very grave step of closing 
the mints. 

11.154. With regard to imposing a duty on silver, 
have you considered what might possibly be the rate 
of exchange if the mints were re-opened? — Yes, I 
have considered what the effect of re-opening the 
mints would be if nothing else were done. My 
impression is, as I said in answer to the Chairman, 
that there would be so great a fall that the Indian 
Government would not be wise in taking such a step. 

11.155. Granting that, what do you fancy the rate 
would fall to ? — Speaking very roughly, I estimated 
the effect of opening the mints as being about 2d. 
You would add that on to the present intrinsic value ; 
but, as I began by saying, that is a matter on which 
one cannot express a strong opinion. I have a very 
strong opinion that it would raise the value of silver* 
but, wheu one is asked how much it would raise it, 
that is, of course, a point on which one can only 
express an impression. 

11.156. You put the intrinsic value at 10c/., and 
you would add 2d. to that, that would make it Is . 
Your opinion is that, apart from anything being done, 
that might be about the rate — 2d. above the present 
intrinsic value? — Yes. I think if you were to open 
the mints now, and do nothing else, it is extremely 
likely that the rupee would then fall to Is., or there- 
abouts. 

1 1.157. You would not expect it to fall below that ? 
— J. have said that I thought it might be about that. 
It would depend on so many considerations that it is 
difficult to form an opinion upon a point of that kind. 

11.158. {Sir A. Dent.) The only question I want 
to put to you is this : Supposing your scheme of 
adding 6c/., or 25 per cent., to the silver duty were 
carried out, what effect do you think that would have 
upon the natives of India who are accustomed to use 
silver so very largely in all operations ? — In the first 
place, I think there is considerable difference between 
putting on 6d., and putting on 25 per cent, I should 
prefer to put it in the form of a fixed 6d because 
I do not wish it to vary with the price of silver. 
But, in answer to your question, I should say that, 
as regards the natives of India, after all, they would 
only be giving the same price for silver to which 
they were accustomed, and even less than they used 
to give . ; and, again, silver is not a necessity of life; 
it is, after all, used for ornaments and luxuries to a 
great extent, and I think, if you are going to raise 
money, it is desirable to tax the luxuries and con- 
veniences father than the necessaries of life. 
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31.159. Do you not think it would be almost a 
prohibitive duty, at first, at any rate ?— I do not 
think so, because the imports of silver were very 
large formerly, when the price of silver was much 
more than it would be even with the 2o per 
cent import duty. If it did not diminish the 
importation of silver, it would bring in some 800,000/. 
I suppose it would diminish the importation of silver, 
but to that extent it would benefit the Indian 
Government by increasing the demand for Council 
Bills. 

11.160. Then there is a very large export trade 
from India of silver. India exports silver to a variety 
of places. Would it not check that trade altogether ? 
— I suppose, in that ease, the silver that merely went 
to India for transmission would be put in bonded 
warehouses. The Indian Government, I suppose, 
would hardly impose an import duty on silver which 
was not going to remain in India. But, taking the 
balance, there is always an import of silver into India ; 
at least, I think I am correct in saying so. 

11.161. Of course, there would be no duty charged 

on silver that, went straight to the mints for coinage 
purposes to be passed on to Singapore and China in 
the form of dollars. But I take it that there is a 
large general trade ? — There would be no duty on 
silver, of course, that was imported by the Govern- 
ment ; but silver that was imported for minting 
purposes by anybody else 

11.162. That is held in bond. I think the British 
trade dollar that is coined in Bombay is held in bond, 
and there would be no duty there ; that goes to China 
and Singapore ; but apart from that there is, I under- 
stand, a considerable export trade in silver from India 
to various places. Surely your proposal to add a 
duty of 25 per cent, would strangle that silver 
trade ? — I am afraid it is impossible to raise any 
additional amount of taxation without interfering 
with some trade. You have to choose the lesser of two 
evils. As I have already had the honour of mention- 
ing to the Committee, it seems to me that the three 
advantages which you would gain would be, in the 
first place, a considerable increase of revenue ; in the 
second place, you would tend to increase the demand 
for Council Bills ; and, in the third place, you would 
diminish the difference which now exists between the 
price of uncoined silver and the rupee, which, I am 
afraid, may give rise to a considerable amount 
of dissatisfaction in India, and I think it would 
also make it rather more difficult to have false 
coining. 

11.163. Then yo u are not afraid that a duty of 6d. 
an ounce would have a very bad reception in India at 
the hands of the natives, as interfering very much with 
their trade in silver and silver ornaments ? — I should 
think that, on the contrary, it would be popular with 
the natives. I have no doubt the Committee have 
seen an article by Professor Ghose ; I think it 'was in 
the “ National Review” of last year, in which he 
expressed (in language, I think, far stronger than the 
circumstances justified) the belief that the natives of 
India had been cruelly treated by the Government, 
because they had laid by silver which they might use 
in case of illness or calamities of any kind, and the 
Government by an arbitrary exercise of their power 
had raised the value of the rupee, and thereby pro 
tanto diminished the value of the silver that they had 
laid by to meet an evil day. I do not think the 
accusation was justified. At the same time, I do 
think that there is a certain ground of complaint, 
which may be to a considerable extent diminished by 
the course I have ventured to suggest. 

11.164. A duty would possibly be popular amongst 
those who happen to hold the silver, but I am think- 
ing more of those who have not got the silver, and 
who want to conduct their business in the usual way ? 
— I have always understood that a very large pan of 
the population of India held a little silver in the form 
of bangles and other ornaments, even if they have 
no coined silver. Those who have not silver at all 
would not be at all affected, because, if they give more 


for the silver on the one hand, they would buy more 
with the silver on the other. It would be as broad as 
it is long: for them, except that they would have to 
pay a little more for their ornaments. 

11.165. {Mr. Campbell.) As regards the question 
of convertibility. Assuming that you consider 
absolute convertibility a thing to be aimed at, do you 
think that, in making a change such as we have 
under discussion now, unlimited convertibility is a 
necessary or desirable thing at the outset ? — May I 
ask what you mean by “ convertibility ” ? I do not 
think I have used the expression. 

11.166. I mean the Government undertaking to 
give gold for rupees? — You cannot be said to have a 
gold standard unless the rupees are convertible into 
gold ; but I have been rather venturing to argue 
against a gold standard. 

11.167. Gold and silver being both unlimited legal 
tender, would you consider it a desirable thing 
that, at the outset, in making the change, the 
Government should announce at once that they will 
convert rupees into gold for anybody who desires 
it ? — No, I think I have expressed, more than once, 
my opinion that the Indian Government were quite 
wise in not undertaking that responsibility ; but, if 
you will allow me, I never expressed the previous 
opinion that you attribute to me (nor is it the case), 
that gold and silver are both legal tender at present. 

11.168. I mean, supposing you were to make both 
of them legal tender ? — That is bimetallism, and upon 
that I have been asked no questions. 

11.169. You do not say that France is bimetallic, 
and gold and silver are legal tender there ? — Not in 
the sense in which bimetallists use the expression, 
because you cannot take silver to the mint and have 
it coined. The sense in which bimetallists use the 
expression is that you are to be able to take both gold 
and silver to the mint and have them coined. In that 
sense. France is not bimetallic at present. 

11.170. But that is not the scheme of the Indian 
Government. The scheme of the Indian Government 
is to close the mints to silver, and to make silver and 
gold legal tender on a ratio of Is. 4 d. ? — When you 
ask me about bimetallism, I wish to point out that I 
thought the term was being used in the sense in which 
bimetallists understand it. I am quite aware that the 
Indian Government have not proposed bimetallism. 

11.171. I suppose, in the question of convertibility, 
there is in your opinion, a great deal of importance to be 
attached to the settlement of the foreign exchanges ? 
— “ Convertibility,” as you use the word, would mean 
bimetallism, would it not ? 

11.172. What I mean is this: If the balance of 
trade is against a country, and she has to settle 
in gold, it would be desirable, under the Government 
of India’s scheme, that gold should be obtainable for 
the purpose of keeping the foreign exchange from 
falling below the gold point? — That is one reason 
why it is so important to a country to have a currency 
which is really circulating at its intrinsic value. That 
enables you to meet a drain from a bad harvest or 
any other cause ; whereas, if you have what I have 
ventured to call an exchange standard, you may have 
no metal circulatiug in the country which you can use 
in that way. 

11.173. I think you said that the Bank of France 
regulates the foreign exchanges, so that it does not 
depart very far from the gold point ? — From the £ 
sterling — not exactly from the gold point ; I must put 
it a little more definitely. They regulate the currency 
so that it shall have a certain reference to the 
English £ sterling, which I ventured to think was 
rather a proud position for this country to occupy. 

11.174. I daresay you are aware that the balance 
of trade is always in favour of India — that the years 
in which the balance of trade is against India are very 
exceptional ? — That is so. In other words, that India 
is nearly always importing the precious metals. 

11.175. That being so, and so long as it is so, the 
question of the precious metals for the settlement of 
an adverse balance is one that occurs very rarely ? — 
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I think in any country it happily is only likely to occur 
rarely, because it would only come into operation in 
the case of a very deficient harvest or some other 
circumstance, which would upset your calculations. 

11.176. But, if the balance of trade is so generally 
in India’s favour, is not the question of converti- 
bility of the internal circulation of minor importance ? 
You say very properly that the internal circulation 
of India must be, for some time to come at all events, 
in rupees. Is the question of convertibility as regards 
the internal circulation of such very great importance 
as to make it essential that the Government should 
declare their intention to exchange 15 rupees for a 
sovereign to anyone who wants it ? — I venture to think 
that it was rather a mistake to do so, that fixing the 
maximum, and not fixing the minimum, has had the 
effect that, directly the exchange comes near the 
maximum, everyone who has loose capital feels that 
lie had better withdraw it, because if lie leaves it in 
India he cannot gain, and on ihe other hand he 
might lose. 

11.177. Is it essential for the Government of India 
to say that they will guarantee absolute convertibility ? 
Might they not leave it optional as is the case in 
France ? — If by convertibility you mean convertibility 
of rupees into gold, the Indian Government have, as 
it seems to me very wisely, declined to undertake 
so great a responsibility. So far as it is convenient 
to have say 10 or 20 millions in gold coins for 
larger transactions, that might he done ; but that is 
not having a gold currency. I would rather leave 
India with a silver currency, and re-open the mints 
as soon as circumstances render it possible to do so, 
and take such steps as might be possible to bring 
that desirable event as near as might be. 

11.178. Then you say the Indian Government have 
pledged themselves to do their best to maintain a 
ratio of Is. 4 d. ? — I have understood so. 

11.179. Are you not aware that, when the mints 
were closed, the final rate to be adopted was expressly 
left an open question ? — I understand that that is so. 

11.180. It was left as a question to be decided 
afterwards according to the light of experience ? — 
Yes, 1 think that was so, but I understand that 
since then they have committed themselves as far as 
possible to maintain a rate somewhere approaching 
to Is. 4c?. 

11.181. You know that there was no pledge? — 
As to what the pledges are, or what is the position of 
the Indian Government, the Committee will of course 
get that from the representatives of the Indian 
Government. I think that the general feeling in the 
mercantile community has been that the Indian 
Government had expressed their intention of main- 
taining the rupee at about Is. 4 d. 

11.182. (Chairman.) The proposals that they have 
sent home, the proposals before this Committee, say 
Is. 4 d. ? — Yes. 

11.183. (Mr. Campbell.) I asked the question 
because I think that in your paper you used the 
expression “breach of faith” in regard to any 
departure from Is. 4 d . ? — I do not think I used 
the expression “breach of faith.” Certainly not in 
that context. What I intended to say was, as the 
Chairman has just said, that the Indian Government 
had expressed their intention of keeping it at about 
Is, 4:d which, of course, implies that there might be 
small fluctuations. 

11.184. With the open mints and the heavy 
seignorage you speak of, you think exchange would 
be kept up to about Is. 4c?. ?— I think it may be. 
As 1 have already said, it depends very much upon 
the relative production of gold and silver in the 
future ; that I do not think anybody can prophesy 10 or 
12 years ahead. 

11.185. You do not pretend that it would make a 
stable exchange ?— No, but I think it is quite as likely 
that the instability may come from a change in the 
value of gold as from fluctuations in the value of 
silver. 


11.186. In that event the exchange would fluctuate 
just as it fluctuated in previous times? — Just as it 
fluctuated in previous times before the great fall 
of silver. There was no extreme inconvenience 
until the time came when silver dropped very much 
in price. Up to that time there were, no doubt, 
fluctuations in exchange, but they were fluctuations in 
exchange such as occur betweeu this country and 
almost any other country. 

11.187. But your proposals would not do anything 
to obviate the fluctuations of exchange according as 
silver rose or fell ? — I had the honour some years ago 
of serving on the International Monetary Commis- 
sion. We took then a great deal of evidence with 
reference to the fluctuations of exchange, and the idea 
was that it would be extremely desirable to make some 
arrangement with foreign countries which would pre- 
vent fluctuations of exchange ; but we found that, if 
you were to-morrow to have a gold coin, say in Ger- 
many, France, and England, which would be issued 
of the same fineness of metal and exactly the same 
weight, that would not at all prevent fluctuations of 
exchange. The actual value of the coin as it came 
from the mint might be identical — coined of the same 
fineness and of the same weight — and yet it would not 
prevent fluctuations of exchange. Fluctuations would 
arise partly from the fluctuations of commerce, partly 
from the conditions under which the coins were with- 
drawn from circulation as they became worn. If you 
have two countries both issuing coins exactly of the 
same weight and of the same fineness, which were 
worth exactly the same when they were issued, and 
if one of those countries has arrangements, as we have 
here with our gold currency, under which directly a 
coin becomes worn it is almost automatically with- 
drawn from circulation through the Bank of England, 
and if the other country allows the coins to go on 
being used, as France does, long after they are very 
much worn, you would very soon have a difference in 
the value of those coins, although they were at first 
identical. 

11.188. It would mean a. much larger difference 
than the cost of sending them backwards and 
forwards ? — Yes. 

11.189. But would you compare that with the 
fluctuations between a gold standard and a silver 
standard country ? — JSTo ; because, as I said previously, 
you are now mixing up two things ; you are mixing up 
the exchange which can only vary by the expense of 
sending the metal from one country to the other, and 
the difference which may arise from a fall of one 
metal in relation to the other. But unfortunately, in 
so many of these matters of currency and commerce, 
we use the same word in ordinary conversation very 
often to mean different things, and we fail to make 
ourselves clear, because we are really speaking of two 
different things under the same term. 

11.190. I notice, when you speak of the circum- 
stances which would suffice to keep exchange at 
Is. 4 cl., you include a rise of silver, due to the 
re-opening of the mints, of about 10 or 15 per cent. — 

1 Jd. per rupee ? — That is so. 

11.191. But you indicated that the heavy import 
duties might diminish the demand for silver in India ? 
— I think the universal experience of taxation is that, 
if you put a new duty on any article, or increase the 
duty, you diminish the importation. 

11.192. The importation will decrease owing to 
the rise in price. Might not that counteract the 
effect of the re-opening of the mints in raising the 
price? — I think not, because, to whatever extent it 
diminishes the importation of silver into India, it 
would increase the demand for Council bills. Council 
bills and silver are the two rivals as it were, and if 
you diminish the one you tend at least to increase the 
other. 

11.193. Then woul l you consider that this effect 
would he so certain as to obviate any possibility or 
probability of the exchange question cropping up 
again through another heavy fall in silver ? — As long 
as you have any article as the standard of value, gold 
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or silver or anything else, you are liable to fluctua- 
tions. There is nothing which Joes not fluctuate in 
value, an J gold and silver have been chosen because 
they fluctuate in value, less than anything else. 
Theoretically, I think one. of those days wc shall come 
to a standard of value which will be composed of many 
items. There you would have, of course, less chance 
of variation than you have as long as you have one 
single substance. My great objection to the sugges- 
tion of the bi-metallists has always been that I venture 
to think that what they call bi-metallism is not really 
bi-metallism. What they call bi-metallism is giving 
one party to a contract the option of paying either 
iii one metal or in another, which gives him an advan- 
tage, whereas true bi-metallism, I think, would consist 
of saying that, whatever your designation may he, 
it. should consist of a certain quantity of gold and 
the same quantity of silver ; then in any variation it 
would be the same for the debtor as for the creditor, 
whereas, if the debtor has the option as to the metal he 
is to pay in, he would be at an advantage. That is 
not strictly bi-metallism at all, although it is what 
is officially known as bi-metallism because it is the 
sense in which bi-metallists use the term. 

3.1,104. In one of your replies you spoke of the 
fact that an import duty of 5 per cent, already existed. 
02 course, under existing circumstances, silver is only 
a commodity, just the same as copper, or iron, or 
Manchester goods, or any other article that India 
imports ? — That is so. 

11.195. It is not currency ait present: — No, it is 
not, currency till it is coined. 

11.196. I)o you approve the principle of Govern- 
ment taxing a country’s currency ? — No ; I think I 
have already said that, theoretically, it is undesirable, 
hut we had to deal with a certain state of things. 
We had to choose what was the lesser evil under the 
circumstances. It was only from that point of view, 
and having regard to the circumstances, that I have 
suggested it, 

11.197. Could you conceive of any circumstances 
which would induce you to advocate an import duty 
and a seignorage amounting to about 26 per cent, 
on gold in this country ? — The circumstances are very 
improbable, but I could imagine such circumstances. 

11.198. (Mr. Le MarcJiant.) Would the exchange 
value of the rupee under the conditions that you 
propose follow silver exactly in its fluctuations ? 
Would there be any element to cause the fluctuations 
of the rupee to differ from those of silver ?— I think 
there would be some elements which would prevent its 
fluctuating exactly as silver, but it would fluctuate 
much more nearly with silver than it does at present. 

11.199. Would not a given weight of silver still be 
coined into a certain number of rupees, just as at 
present, so that, if the sterling price of silver altered, 
exactly the same alteration would take place in the 
value of the rupee ? Would not the variations in 
pence, or fractions of a penny, be the same under your 
system as with open mints r— What I have suggested 
would certainly not prevent fluctuations, hut it would 
tend to maintain the rupee at a considerably higher 
value than the mere intrinsic amount of silver in it. 

11.200. And, to the extent of that fixed difference, 
India would not be upon exactly the same basis of 
value as other silver-using countries ? — If you mean 
the advantage which a producer in China has over a 
producer in India, I think that, after all, though that 
may go on for some time, it is really . a temporary 
advantage. 

11.201. Do you consider that there would be ad- 
vantages in being on a common basis with gold-using 
countries ? — Other things being the same, I think 
there would bej; but the reason why I do not think it 
would be convenient in the case of India, is that 
experience, I think, has shown that a currency of 
which the great bulk consists of silver is that which 
is really convenient for the requirements of the people 
of India. 

11.202. How far would your system be automatic? 
X can understand that silver would flow in under 


certain circumstances, and be coined and increase the 
currency ; but how far would your system be auto- 
matic in the way of providing for an out-ilow ? — No 
system would he automatic, 1 think, until the mints 
were opened; but the course I have ventured to 
suggest would make it much easier to open the mints, 
and might make it possible to open the mints when 
it would not be possible under any other circumstances ; 
and, of course, as soon as the mints were opened, 
it would be automatic. 

11,20:1. As a step towards opening the mints, would 
you propose to reduce the duty if the sterling value of 
silver rose ? — 'Reducing the duty would not be a step 
towards opening the mints. The expediency of re- 
ducing the duty would depend on many contingencies. 
If silver rose so that the rate would he maintained 
at about 1.?. -id., even without the import duty on 
silver, and if the Indian Government could spare the 
revenue, then I would say, reduce the import duty ; 
but, on the other hand, if the Indian Government 
really require revenue, I do not know any way in 
which something like a million of money could be 
obtained so easily as by an import duty on silver and 
gold. I think it lias been clearly shown in the 
evidence given before this Committee, and in other 
papers, that there are very great difficulties in raising 
other taxes in India. I alluded to the land tax ; but 
although I think it might he equitable and just to 
raise the land tax under certain circumstances, I am 
perfectly well aware of the. grave political reasons 
which make it undesirable to do so. 

11.204. Whenever steps for removal of the duty 
were taken, would not that involve a sudden change in 
exchange values ? For instance, so far as the charge 
of Gd. operated to maintain tin*, value of the rupee 
above the commodity value of silver, would not the 
removal of the charge cause a sudden alteration ? — I do 
not suppose that any Indian Chancellor of the Exchequer 
would make a sudden change of that kind, lie would 
probably do it by degrees. If he found that he could do 
without the revenue, and if he found that it was not 
necessary for the purpose* of maintaining the rupee at 
a steady exchange, he would say u l advise the 
Government to lower the duty to id. or perhaps lid.” 
and then lie might reduce it again, and so on. But 
the great desire, I understand, of the Indian 
Government is to have a rupee which would be 
approximately steady in value. 

11.205. Would not such a system of varying the 
duty introduce a great deal of what has been called 
“ management ” into the relations of the Government to 
the currency, and bring into trade an additional 
element of uncertainty ?— Not, I think, to anything like 
the same extent as the present system. Whether the 
duty was to he altered or not would involve the same 
considerations as whether, for instance, the tea duty 
should be altered here or not. That would be done 
by the Chancellor of the Exchequer with the consent 
of the Government, and so on, and it would be done 
probably, once for all ; whereas this question of 
maintaining the relative quantity of rupees is a 
question which is continually before the Government, 
which I think is much more difficult of solution. You 
can determine whether you can spare a certain 
amount of revenue ; but where you have to determine 
whether the rupees at any given time are redundant 
or deficient, we have already seen, and this Committee 
has seen, what great differences there majr be 
between gentlemen who are very qualified to speak, 
and who yet come to hold totally different views. 

11.206. Any system under which the Government 
had to determine how much duty to impose, or to 
remove, in order to regulate the exchange value of the 
currency, would create serious uncertainty as to the 
future course of exchange ? — No, I do not think that 
necessarily follows. I understand, and I think the 
Chairman has confirmed me, that the Indian Govern- 
ment have now expressed their intention of keeping 
the rupee at about Is. Ad. As long as they do that, 
the public, I think, will feel confidence that they will, 
as far as they can— of course, circumstances may 
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render it impossible— endeavour to do what they have 
announced their intention of doing, and the longer the 
rate is maintained the greater confidence the public will 
feel. For instance, the case of France has been very 
often referred to. I do not know that there is any 
absolute reason why the Government of France and 
the Bank of France should not alter their policy 
to-morrow ; but all those engaged in the commerce of 
France feel that there has been a certain policy 
pursued for many years, and confidence lias gradually 
grown up, and so I think it would in the ease of the 
Indian Government. 

11.207. Therefore, although the proposal is to fix 
the duty at, say, ( Ul it would he understood that this 
might be varied if opportunity arose? — It is always a 
well understood principle in politics that it is open to 
the Government to alter the duties imposed on any 
article. 

11.208. And you would put the currency in this 
case in very much the same Category as other articles ? 
— In this case, yes ; having regard to the necessities of 
the situation ; but I think I have already said more 
than once, and perhaps I ought not to repeat it again, 
that as a general rule to put a duty on a metal which 
is the principal article of currency is in itself very 
undesirable. 

11.209. In 1892 you contemplated, I believe, a 
seignorage of ]() per cent, as advantageous to India 
— Yes, and an import duty. I have long been of 
opinion that under the circumstances of India an 
import duty and a seignorage were perhaps desirable. 

11.210. The seignorage would have been a per- 
centage and not a fixed sum, would it not ? — I should 
on the whole rather lean to a fixed sum. 

11.211. ( Chairman.) It is one penny in your 
present scheme? — Yes. 

11.212. (Mr. Le Marchaut.) In discussing the 
term most appropriate for describing a standard, I 
think you said that the term “ gold standard ” would 
not be correct if the volume of rupee currency were 
large ? — I think if you were to tell a person that the 
standard in India was a gold standard, and then he 
found his debtor was entitled to pay him in silver, he 
would be somewhat surprised. 

11.213. In speaking of paying in silver, do you 
have any regard to the fact that the coinage of rupees 
is limited ? — Certainly. That makes a material dif- 
ference ; directly you limit the coinage, you introduce 
an element of very great difference. Then I think 
the principal inconvenience is the want of elasticity, 
and the great responsibility it throws on the Govern- 
ment; but, so far as the relations between debtor and 
creditor are concerned, of course it is materially 
altered by the fact of the mints being closed. 

11.214. Under a gold standard with a relatively 
small gold currency, the level of prices might be the 
same as that which would prevail if the currency were 
mainly in gold?— I think so. Prices by degrees 
would conform themselves to the Is. 4 d. standard. 

11.215. I think you were mentioning that you con- 
sidered prices had been affected by the closing of the 
mints, and the exchange value of the rupee seems to 
indicate that ? — I think so. If you contrast the Indian 
ryot with the English farmer, the English farmer has 
paid his rent with gold, which has not fallen in value, 
and he has got very much lower prices for his pro- 
duce. The Indian ryot, on the other hand, has paid 
his rent in a coinage which has fallen in value, but, 
as the produce has also fallen in value to about the 
same extent, the price of produce estimated in cur- 
rency has remained about the same. Of course, latterly 
it has gone up, because the currency has fallen rather 
more than the produce. 

11.216. If you regard prices as having adjusted 
themselves to the rate of L?. 4 d., what further test 
could there he of the possibility of establishing 
that rate ; in other words, is not the adjustment ot 
prices to Is. id. the main condition requisite for an 
exchange rate of Is. Ad. ?— When the Government has 
announced that they were going to maintain the rate 
at Ts. Ad., which I understand they did announce, 


because it had been the average rate for some time 
previously, I think, then, it is desirable to endeavour 
to adhere to it. 

11.217. What test would you look for to prove 
whether such a rate is feasible ? — My own impression is 
that it is perfectly feasible, and that really no extreme 
or stringent measures will be required. 1 agree with 
Sir James Mackay on that point. You will remember 
that on the Gold and Silver Commission we recom- 
mended that tlie French and the United States’ 
Governments should be approached with the view of 
keeping their mints open, and that, if they did, we 
should keep open the Indian mints. I agree with 
Lord Rothschild that it is a pity that those negotia- 
tions were so abruptly closed. It would certainly 
facilitate the opening of the Indian mints if the French 
or the United States, or both of them, would re-open 
their mints. 

1 1 .218. Apart from any extraneous conditions of that 
kind, what would afford an index of any one rate being 
a reasonable one ? — If you ask me my opinion about the 
question whether currency is redundant, it seems to 
me that the value of the currency depends on the 
quantity and on the work it has to perform. The 
present currency is about that which will support a 
1 s. Ad. rate, and, as the tendency of all currency is 
gradually to be destroyed, worn, absorbed, lost, and 
so on, I think that, as the Indian Government have 
now attained to a rate of approximately Is. Ad., they 
will be able to maintain it, if they adhere to their 
present policy. But one must always speak with a 
great deal of doubt and hesitation on questions of that 
kind. 

11.219. You were alluding to a remark made in 
previous evidence, that it was desirable that more 
encouragement should be given to private capital 
to flow into India, for railway's and other works ? 
— I think, if the Government of India were not to 
undertake [railways themselves, hut were to offer 
reasonable encouragement to private enterprise, many 
more railways would have been made in India, 
and that would have opened out the country. The 
Government themselves would have had a smaller 
amount to pay here, and their taxation would not 
have been absorbed to the extent it is by having to make 
payments on account of the railways. The effect of 
the Government making some railways is practically 
to discourage private enterprise from making any 
others, because the effect on the public mind is that, 
if you put forward any proposal to make a railway in 
India, the public say, and, I think, not unnaturally, 

“ if this had been likely to be a paying line the 
“ Government would have made it, and as they do 
“ not think it likely to pay, we would rather not risk 
“ our money in it.” It is certainly a very remarkable 
thing that, whereas English capital has gone largely 
to make railways in Argentina and elsewhere, and is 
now ready to do so in China, there is very little 
disposition to embark in Indian railways. I agree 
with Lord Rothschild as to the line which the Indian 
Government have taken with reference to railways. 

11.220. (Mr. Hambro.) You said that elasticity of 
the currency was a great advantage.? — I think so. 

11.221. Suppose your system to go through, and 
the mints to be open, I see that there would be 
elasticity in respect of increases of the currency, hut 
I do not see how the other operation would he 
affected, because silver cannot be exported without a 
loss, owing to the duty or seignorage? — No doubt 
that is the case. 

11.222. Now I should like to ask you this: We 
have been told that going on a gold basis at Is. Ad. 
would be very detrimental to India as compared to 
silver-using countries. I do not lay down as a fact, 
that it would be, but that is what we are told. It 
would be the same under your system as jfar as the 
duty and the seignorage are concerned, but, besides 
being a disadvantage, if it is a disadvantage, to silver- 
using countries, it would also be a disadvantage to 
gold-using countries, would it not No doubt, as long 
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as those who have capital in India, and who have bor- 
rowed money, can pay that money back in depreciated 
currency in a currency which has fallen — as long as 
they can pay their wages by a rupee which is worth 
less than it was before, they would, for a time, have 
an advantage, but I think that is only a temporary 
advantage ; and, of course, that disadvantage, if it is 
a disadvantage, is a disadvantage which arises from 
the Iff. 4d. rupee. It is no disadvantage arising from 
the course which I have ventured to suggest. 

11.223. I should like to ask one more question. 
You know that those who last regulated our currency 
came to the conclusion that a certain amount of bank 
notes could never be presented. Considering the 
enormous population and extent of India, do you not 
think that out of the 130,000,000 of tens of rupees 
which there are in India, an enormous number of 
those could never be presented for conversion into 
gold, if India went on to a gold standard ? — Certainly 
a very large amount must remain in circulation. 

11.224. Can you give any idea of the amount by 
which the currency of India could be reduced without 
the money market getting so tight that they would want 
more currency ? — That is very difficult to say. One 
of the difficulties of the Indian currency has arisen 
from the fall of silver in relation to gold. The course 
which the Government are proposing to pursue would 
tend to aggravate that still further. 

11.225. I am suggesting at the present moment 
that the rupee is only a token coinage, or a silver 
bank note, if you like. I am speaking of it, not 
as the metal, but as a circulating medium, as a silver 
note of the Government, if you like to call it so. 
How many of those could be presented to be turned 
into gold without money getting very tight again ? — It 
would want someone with more experience of India 
than I can pretend to possess to form an estimate of 
that. Mr. O’Conor could give you far better evidence 
of that than I can. 

11.226. It is, no doubt, a very difficult question, but 
the extent to which the currency can be reduced, 
and yet the trade of the country go on, that is the 
total extent of the amount of gold that could ever he 
asked for from the treasury, is it not ? — No, I think 
it might be a great deal more than that, because a good 
deal of silver might come in, and gold might be taken 
for it, which might be still used in the currency. 

11.227. It is a question of the amount of small 
currency which is necessary for the use of the country ; 


the number of rupees which are necessary for the use 
of the country ? — I have no doubt the number of 
rupees which would be necessary would always be 
large, and nothing like the whole amount could come 
in. But there seems reason to believe that uncoined 
silver is beginning to be used in the bazaars. 

11.228. We have had it suggested to us that not 
more than the equivalent of 15,0^0,000/. sterling could 
come in ? — I cannot imagine that. If you open the 
mint and undertake to give gold for rupees at Iff. 4 d. y 
I think you would find a great deal more than that 
— double or treble that, and perhaps even more. 

11.229. The suggestion was that, if more than the 
amount which I have suggested were presented, 
there would not be enough silver in the country 
for the requirements of the people ? — I should have 
thought it might have been much more than that, but 
it would depend very much upon what the production 
of silver in the world was. 

11.230. I do not see, if silver is a token coinage 
necessary for the use of the people, and the mints are 
not to he open to silver, how the production of silver 
in the world affects that question ? — But the mints 
are to be opened to gold. 

11.231. Yes, but not to silver. Would that affect 
the question of the necessity of small change ? — It is 
possible you might have a circulation of gold in India 
which might replace, to a very considerable extent, 
the present circulating medium. If you tell me that 
is impossible, then it would follow that a gold currency 
is impossible in India. 

11.232. Do you mean that gold might take the 
place of rupees for circulation purposes, or for hoarding 
purposes ? — For circulation purposes, if you include 
the balances held in the banks and by merchants and 
so on. I have no doubt that a large amount of 
silver circulation would always remain in India, I 
have rather gone from the beginning on the assump- 
tion, on the authority of the Indian Government, that 
it would not be safe to offer to give gold for silver. 

11.233. I was wondering whether you had any idea 
how much could come out of the pockets of the 
people, and yet trade go on ? — I do not think the total 
circulation of the country is likely to be much reduced 
beyond what it is at present, nor, on the other hand, 
to be suddenly increased, so that, if you are going to 
issue any large amount of gold, then I think you must 
be prepared to sell the corresponding amount of silver, 
or nearly so. 


The witness withdrew. 


Mr. Henry Bois called and examined. 


11.234. (Chairman.) You are a member of a 
Ceylon firm ? — I am a member of the firm of 
J. M. Robertson Co., of Colombo. I was formerly 
a member of the Legislative Council of Ceylon, and 
Chairman of the Chamber of Commerce of Ceylon. 

11.235. How many years did you reside in Ceylon ? 
— Off and on for nearly 40 years. It is 40 years 
since I first went there. 

11.236. You are familiar by personal experience 
with the trade of Ceylon during that time? — 1 am. 

11.237. And I suppose especially with reference to 
the development of the tea trade ? — Yes. 

11.238. Have you read the evidence that Mr. 
Christie gave before us ? — I have. 

11.239. Will you tell us generally where you concur 
and where you disagree with him ? — I concur with 
him as to his statistics, and where his evidence relates 
to questions of fact. I do not altogether concur in 
his opinions or in the remedy which he suggests. 

11.240. Now will you tell us where you do not 
concur in his opinions ; on what point will that he ? — 
There is one particular point in which he was asked 
what would happen if the value of silver were to go 
down to (yd. an ounce. This is at question 4573 : “ ( Q.) 
“ Even if silver went down to 6 d. an ounce ?— (A.) 
ft Even if silver went down to an ounce, or if it 


“ went up half as much again.” I do not agree with 
that answer for this reason ; while I consider that the 
appreciation -of gold relatively to silver has, so far as 
it lias gone, been an advantage to India and to Ceylon, 
and, while I do not think that there is any probability 
of its appreciating to a point at which it would cease 
to be an advantage, I still admit the possibility of the 
rupee becoming depreciated, not only relatively to gold 
as at present, but also relatively to food, labour, and 
commodities generally. In that case the advantage 
at present enjoyed by India and Ceylon from a low 
exchange would be lost. 

11.241. That is your opinion ? — That is my 
opinion. 

11.242. How is there any other point on which you 
differ from him ? — There is no other particular point. 

11.243. You do not agree with him as to his pro- 
posed remedy. I think he recommended the re-opening 
of the mints, concurrently with the imposition of an 
import duty on silver and a seignorage. Where do 
you differ from him on that point ? — I differ from him 
in this : I think that, whether you pay an import duty 
on silver or a seignorage at the mint or a land tax, 
or artificially raise the rupee, or put on an export 
duty, eventually the deficit is paid out of exports ; 
and, if so, I think it is preferable to put a 



MINUTES OF EVIDENCE. 


141 


direct duty on the exports, rather than raise the 
money in the other wavs that, I have described. 

11.244. Even where the subject of the export duty 
is an article in which there is competition with some 
other country ? — Yes, because it already pays it, and 
it pays it in much larger proportion. The effect of 
raising the rupee has been this, that the Indian 
Government have practically taxed all the exports, 
valued at about £66,000,000, to the extent of 3 d. in 
the rupee — taking the relative exchanges at Is. 4 d. 
and Is. 1 d . — in order that they may recoup themselves 
to the extent of 3 d. in the rupee on £16,000,000. 

11.245. lhat is not an answer to my question. 
Let me take the article tea. The Indian tea grower 
is in competition with China in the London market. 
Suppose an export duty was levied on the tea 
exported from India, and no export duty was levied 
on the China tea, what would be the position of the 
t wo teas in the London market ? — I would say that 
any tax. handicaps production. 

11.246. But an export duty stands out by itself, 
and I want to deal with that? — An export duty I 
consider would he a much less onerous burden than 
the tea grower now pays by having a fictitious rupee. 

11.247. But who would pay the export duty? — 
The producer. 

11.248. Do you contend that, supposing the price 
of tea were raised in the London market 4 d. a pound 
in consequence of an export duty, the duty would 
not be paid by the purchaser in London? — I say 
the prices in London are regulated by supply and 
demand, without any direct relation to the cost of 
production. Eventually the cost of production tells, 
when it affects the supplies. Take a concrete case, 
at the present moment tea is costing in Ceylon to 
produce very much more than it did before the 
closing of the mints, but the price of tea has not 
gone up in London ; it has fallen, simply because 
the production has increased, and it follows the 
ordinary laws of supply and demand. 

11,240. How do you apply that to the price of tea 
before the rate fell? — The production was not so 
groat. 

11.250. Then it is purely a question of production ? 
— I say it is a question of supply and demand. The 
prices arc. regulated by the supplies, not bv the cost 
of production. 

11.251. Therefore, if the Chancellor of the Ex- 
chequer wore to propose to put an additional 6d. in 
the lb. on tea, the price, in your opinion, would not 
be raised in every grocer’s shop the next morning ? — 
Certainly, it would. 

11.252. Why — because it would have nothing to do 
with the cost of production ?— Because an import duty 
would apply not only to the production from Ceylon, 
but to the production from all other parts of the 
world wherever tea is produced.* 

11.253. But the consumer would pay that increased 
cost of production ? — He would pay an import duty. 
I admit that the cost of production eventually tells. 

11.254. However, you think an export duty would 
he preferable to the present state of things ? — I do. 

11.255. (Sir J. Muir.) I should like _ you, in your 
own way, to give us your views, expressing as clearly 
and concisely as you can the effect of the 3 . 5 . 4 d. 
rate upon the trade of Ceylon? — Ihe effect of the 
1,9. 4 d. rate upon the trade of Ceylon has been to 
considerably raise the cost of production. By itself 
that perhaps would not have been a very serious item, 
hut, as the rise in exchange has been concurrent with 
the gradual fall in prices, it does form a very im- 
portant factor. Speaking generally, I would say 
that a rise of Id. in the rupee is about equivalent to 
h fall in the price of from \d. to \d, and amounts, on 
the average, to about 1 to .1^ per cent, tax on the 
ordinary share capital of the companies engaged in the 
enterprise. It has fallen most heavily upon the es- 
tates producing a low quality of tea, the margin^ of 
profit on which was not so great as on tea fetching 
higher prices. In the case of the tea selling at 10c?. 


a pound and costing 5c/. to produce, and taking ex- 
change at Is. 4 d. as compared with Is. Id., the 
exchange makes a difference of l^d. per pound, all of 
which comes out of the profit of 5d ., and is equi- 
valent to a difference of 38 per cent, of the profit. Oil 
the other hand, taking a tea. soiling at (yd. and costing 
4 d. to produce, the difference of 3 d. in the rupee is 
equal to per pound, equivalent to a difference of 
56 per cent, of the profit. 

11.256. The tea companies in Ceylon have recently 
been issuing their last season’s reports, and in most 
of them I see special reference to that exchange — the 
difference between the rate that might have been 
expected under ordinary circumstances, apart from 
the Is. 4 d. fixed by the Government — as the main 
cause of the decrease in their dividends ; is that so ? 
— That is so in some cases ; and in all cases it has 
made a difference ; amounting, as I have stated, as a 
rule from 1 to 14 per cent, in the dividend. 

11.257. One of your main factors in the cost of 
producing tea is the wage that you have to pay to 
the coolies ? — Yes. 

11.258. As a rule, in Ceylou, how many coolies do 

you require, say, for an estate of ICO acres of tea ? — 
It varies; but, in round figures, I would say one man 
to an acre * 

11.259. What would the wage be ? What pro- 
portion of your expenditure is affected by the 
exchange? Of the cost of laying down in London, 
how much is affected by the exchange ? — In the case 
of companies established on a rupee basis in Ceylon, 
or of estate proprietors resident in Ceylon, or of 
shareholders in sterling companies resident in Ceylon, 
the difference in exchange applies to the whole net 
sterling selling price of the tea. In the case of 
companies established on a sterling basis in London, or 
of proprietors resident in London, or of shareholders 
in rupee companies resident in London, the difference 
of exchange attaches to the cost of production of the 
tea. In some cases it applies to the whole sterling 
selling price; in others only to the cost of pro- 
duction. 

11.260. You say that the loss in exchange made by 
the Indian Government was not an actual loss to the 
country at large ? — Ho, as I have stated in my memo- 
randum, u It was a matter of account, and arose in 
“ the process of setting off the sterling debt due by the 
“ Government against the sterling trade debt due to 
“ the Indian people. This being so, the true policy of 
“ the Government would appear to have been to meet 
66 the Government loss by such additional taxation as 
u would in its incidence have fallen upon those who 
“ made the corresponding profit ; that is to say, the 
u growers and producers of all Indian exports sent 
“ for sale in gold countries.” Inasmuch as the loss in 
exchange made by the Indian Government was made 
upon the Council bills which were purchased as remit- 
tances for the balance of trade, I say that, taking the 
country altogether, there was neither loss nor profit ; 
but the exporter of produce made the gain in exchange 
which the Government lost; and therefore, I think a 
tax which in its incidence would fall upon him would 
he a fair one. “ If it be true that the limits of direct 
“ taxation in India had been reached, the statement 
“ does not appear to hold good as regards indirect 
“ taxation. Customs duties* form a very small pro- 
a portion of the revenue raised in India, and export 
(C duties would have been a tax, correct in its incidence, 
“ easy to collect, and one that could have been varied 
“ according to circumstances, any further fall in the 
“ exchange value of the rupee, and consequent 

increased gain to the producer, being met pari 
66 passu by an increased export duty, to compensate 
“ for the increased loss sustained by the Government.” 
It appears to me that, if the exports pay eventually, 
the simplest course is to put a direct duty on exports, 
to make up the amount required by the Government. 
The effect of putting up the rupee was this : the 
Indian producer, taking the rates at 1$. 4 d. and J,.y. 1 d., 
lost 3d. in the rupee on 66 millions. On the other 
hand, the Government gained 3d. in the rupee on 16 
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were 40 millions of imports. Now, if all the imports 
I cc. 1898 . j ia( j j )een C01isume( i by the producer of exports, no 
~ doubt it would have been a very important set-off to 
the loss he made ; but the 3d. gain upon the imports, 
I think, is divided in this way : part of it goes to the 
producer of the imports (to Lancashire we will say, 
in respect of cotton goods), and the rest to the con- 
sumer of the imports. The producer of the exports, 
however, is not altogether the consumer of the imports ; 
therefore, what forms a set-off to his loss is only, 
perhaps, one-tliird of the imports, which may be 15 
millions, against the (56 millions on which he loses. 

11.261. You have been how many years connected 
with Ceylon ? — This is my fortieth year, 

11.262. Then you were there during the great 
period of prosperity in coffee ? — I was. 

11.263. You saw the ruin that came on the island 
when the leaf disease spoilt the trade ? — Yes. 

11,261. Tea came in, and has enabled the island to 
regain the prosperity that it lost by the leaf disease in 
coffee ? — Yes. 

11.265. Am 1 correct in assuming that the cost of 
the Government of Ceylon is supplied mainly by the 
tea industry ? — To a very large extent. The best 
proof of it is that, when the coffee industry failed, 
the revenues of Ceylon went down to 12 million 
rupees. The last budget estimate, which came to 
hand a few days ago, shows a revenue of 25 
million rupees. That is to a very large extent due to 
the tea enterprise. 

1 1.266. If the action of the Government of India 
in fixing this 1.?. id. rate should make the trade of' 
Ceylon unremunerative, that is to say, if the tenancies 
of tea estates were to follow, to some extent, the coffee, 
what effect would that have on the revenue of Ceylon ? 
— It would at once fall off. Of course, there are a 
great many items of revenue in Ceylon, but the chief 
are import duty on grain, excise, and railways, all of 
which would depend to a very large extent on the tea 
enterprise. 

11.267. What proportion, would }^ou say, of the 
revenue of Ceylon is derived from the tea industry ? — 
That is a very difficult question to answer. I am not 
prepared, without going into statistics, to name a 
figure. 

11.268. But it is a large proportion ? — Oh, a large 
proportion. 

11.269. Are there any points to which you would 
specially desire to direct our attention in your memo- 
randum which is before us ? — In paragraph 2, I 
say : “ Apparently it was assumed that the fall in 
“ the exchange value of the rupee was an evil 
“ calling for remedy, whereas, taking India as a 
“ whole, and not separating the Government from 
“ the people, that fall was probably a substantial 
“ benefit.” I should like to call the attention of 
the Committee to the action that is proposed to be 
taken by the Argentine Government at the present 
moment; not that I for one moment defend their 
proposed action, any more than I do that of the Indian 
Government. But, whereas the Indian Government 
have artificially raised the value of the currency 
relatively to gold, assuming, I suppose, that the 
depreciation, relatively to gold, was a disadvantage, 
the Argentine Government at the present moment are 
seeking to artificially depreciate the value of the 
currency, relatively to gold, believing that the de- 
preciation. was an advantage to the country. The 
gold premium in Argentina, I think, was at one time 
as much as 250 ; it has now sunk to 127, and the 
Government propose to fix the gold premium at 150. 

11.270. (Sii- C. Crosthwaite.) You do not think 
that is a good thing ? — No ; I think it is just as wrong 
as the action of the Indian Government. I think 
any interference with the currency is a mistake. 

11.271. A depreciating currency is a good thing? 

• No, I do not say that, necessarily. I do not admit 
that the Indian currency has depreciated. It has 
depreciated relatively to gold. 


11,272. (Sir J. What; other points in your 

memorandum do you desire to call our attention to ? 

“ Great importance appears to be attached by the 
“ Indian Government to stability of exchange as an 
“ inducement to the English capitalist to invest 
“ money in India, hut fixity of exchange per se is not 
“ essential factor in the question. The determining 
“ consideration in every ease is, whether the money 
6i sent out can be returned without loss . If the 
“ exchange value of the rupee is low, approximating 
“ to its bullion value, the risk of loss from a still 
“ lower rate is small, and is counterbalanced by the 
“ possibility of a. rise and corresponding profit. On 
“ the other hand, a high rate of* exchange, .if* unfixed, 
“ no doubt acts as a deterrent. ; because the English 
investor runs the risk of serious loss in returning 
Ci his money to England. .Probably, the inducement 
“ offered to the English investor by an unfixed low 
e ‘ exchange, and a fixed high exchange, are about 
“ equal.’’ In connexion with that, I really am 
arguing from personal experience, and I take it that 
my own experience is a, fairly typical case. As I have 
already stated, I have been engaged in business in 
Ceylon for a very long period. 1 have also been 
largely interested in agriculture, and, in a very 
moderate way, I am also an English capitalist. As a 
merchant and trader, I do not consider that the rise in 
exchange, or the fluctuations in exchange, affect me 
materially. Merchants’ combinations generally extend 
over a very short period, and allowance can be made 
for the rate of exchange as it exists at, the time. As 
one interested in agricultural enterprises, the rise in 
the exchange has been, undoubtedly, a loss. It seems 
to me to be a mere question of arithmetic. I will put 
it in this way : If you pay for the cost of production 
in silver, and sell your produce for gold, and if the cost 
of production in silver and the selling price in gold both 
remain constant, any appreciation of gold, the metal 
in which you sell, relatively to silver, the metal in 
which you produce, must pro tanto be a, gain, and 
the contrary must he a loss. 

11,273. Assuming the rupee prices and sterling 
prices to remain the same? — Yes. As a small 
capitalist, the effect of the rise in exchange has been 
to make me, personally, withdraw all the money I 
could from Ceylon, and" I expect, that that has been 
the experience of other and larger capitalists. Those 
are the three points on which I wished particularly 
to speak. 

11,271. Now, the rate that the Government have 
fixed is 1.9. 4 d. Supposing the mints had not, been 
closed, but that exchange had been allowed to fix 
itself automatically, what do you fancy might have 
been the rate of exchange to-day ? — 1 think the rate 
of exchange to-day might have been about 1 . 9 . Id — for 
this reason. Ihe lowest rate of exchange in any one 
year during the last 15 years was in 1895-6, when it 
fell to 1<?. ly^rf., the lowest point during the year being 
1.9. Q£d. At that time the price of silver was 27 d . ; 
the price to-day is, I think, nearly 2Sd. I think 
fin ther that with open mints the demand for silver 
would be greater, and that the price would, to some 
extent, rule high. I therefore see no reason why with 
open mints the rate of exchange should fall lower 
than the lowest point that it has hitherto touched. 
JLheie is a .further point I should like to make in 
connexion with that, which I may put forward as a 
reason why I think the price of silver would increase 
if the mints were opened; and that is, that the 
production of gold relatively to silver is increasing. 
Last year the total world’s output was 47^ millions of 
gold, against 40 millions in the year before, and 
23 millions eight years ago. That shows an increase 
on the one year of 17^- per cent. The production of 
silver last year was 183,000,000 ounces as against 
167,000,000 ounces the year before, showing an 
increase on the year of only 10 per cent. ” 

11,275. ( i t ji. Dent.) TVhere do you get your 
figures ? — I think I took them from the “ Statist,” 
which paper printed them from the “ American 
Bureau/’ 
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11.276. (Sir J. Muir.) Now, I would like the 
Committee to have a grasp of the grievances of 
the tea planters of India and Ceylon arising out of 
this difference of ?>d. per rupee between Lv. 1 d. and 
Is. id. I have got before me the figures of an agency 
house in Calcutta and in Colombo. They represent, 
large estates both in India and in Ceylon, much larger 
in India, than in Ceylon, They employed last year 
92,700 coolies between India and Ceylon, the larger 
proportion being in India. They paid in wages 
Us. 55,62,000. Now I would like you to tell the. 
Committee what difference will arise to the companies 
managed by that firm between Is. Id. and Is. 4 d.'i — 
Twenty per cent. 

11.277. That would represent in sterling, how 
much money ? This is a case which I know absolutely 
about, and it is a big case, but it shows what the effect 
will be on the other concerns which perhaps have 
smaller interests ? — It would be 70,000/. 

1 1.278. Then, if other companies, who perhaps have 
smaller concerns to manage, suffer an equivalent 
difference, we can understand of course why a good 
deal has been said by the tea planters of Ceylon and 
India. Now, I think that the Government of India 
at one time said that a sound system of currency 
must be automatic or self-regulating ? — Yes and that 
expresses exactly my own opinion. I will read an 
extract from a letter from the Government of India 
to the Bengal Chamber of Commerce, dated February 
1S77 : — “ A sound system of currency must be automatic 
il or self-regulating. No civilised government can 
a undertake to determine from time to time by how 
“ much the legal tender currency should be increased 
‘ ■' or decreased ; nor would it be justified in leaving 

the community without a fixed metallic standard of 
“ value, even for a short time.” In connection with 
that, I may point out that the currency of India at the 
present moment is not automatic or self-regulating. 
The Government does seek to determine by how much 
the legal tender currency shall be increased or 
decreased, and it lias left the community without a 
fixed metallic standard of value, not only for a short 
time, but ever since the closing of the mints in 1893. 

11.279. Then you disapproved, 1 understand, of 
the closing of the mints ? — £ did. 

1 1 .280. What is your view now ; would you propose 
to reopen the mints ? — I would reopen the minks. It 
appears to me that there are only two sound courses 
open to the Government. One is to have silver as the 
standard and reopen the mints to the coinage of silver, 
the other is to establish gold as the standard and 
make the rupee a token coin. 

11.281. If the Government find difficulty in 
reopening the mints at once, which I understand 
you view as a desirable thing if it could be 
accomplished, is ttiere any intermediate course that 
you could suggest ? — Although I am strongly of 
opinion that the soundest policy is to reopen the mints 
and revert to the status quo , I think it is quite possible 
for the Indian Government to establish a gold standard 
in India ; and, provided that the rupee were fixed as a 
token coin at about Is. 2d., I think that such a scheme 
would he a fairly reasonable and satisfactory 
alternative. 

11.282. That is to say, Id. higher than you think 
would be the rate if the mints had never been closed ? 
— Yes. 

11.283. You think Is. Id. should be the rate ? — 
Yes. 

11.284. But you think that a solution that might be 
accepted would be Is. 2d. ? — Yes. 

11.285. Would that be acceptable to the Ceylon 
planters, do you think ? — I am only expressing my 
own opinion, but I think, so far as Ceylon is 
concerned, the crux of the question is the high value 
given to the rupee, and, if the value were fixed at about 
is. 2d., I think that would be accepted in Ceylon as a 
fairly satisfactory solution to the question at issue. 

11.286. Are there any further points you would 
like to put before the Committee ?— The only point I 


should like to be examined upon is in connection witn 
a gold standard for India. 

11,287. We should like to hear your views fully on 
that point ? — This is a short memorandum which I 
have prepared, and which fully explains my views. I 
hope you will understand that, in putting forward this 
scheme, I do so with extreme diffidence ; in fact, I 
did not propose to put it in unless I had been asked 
about it : — 

“ 1. A gold currency is not suited to the circum- 
stances of the people of India and Ceylon, and it 
appears neither necessary nor advisable that, even 
with a gold standard, gold should go largely into 
circulation. 

ci 2. To encourage in any measure the conversion of 
150 crores of rupee and note currency would, in all 
probability, involve the absorption of so large an 
amount of gold as to make the scheme practically 
prohibitory. 

“ 3. The object should apparently be to discourage 
the actual conversion, and under a gold standard to 
maintain the rupee as a token coin as the chief 
currency of the country. 

“ 4. But, whatever scheme be adopted, I am strongly 
of opinion that the value of the rupee should be fixed 
at not higher than about 1.9. 2d., instead of at Is. 4 d. 
Theoretically, of course, there is no reason why a coin 
intrinsically worth only \0d. should not be made to 
pass as a token coin at \s. 4 d., as well as at Is. 2d. ; 
but there is a very general opinion amongst producers 
and traders that practically is. 4 y/. has proved too 
high, and that the failure of the Government policy 
inaugurated in 1893 is to some extent due to this 
over-valuation. It is believed that the various 
interests involved -would accommodate themselves to a 
rupee at l.v. 2d,, when they will not to a rupee at 
3.9. 4 d., and, unquestionably, the lower valuation 
would tend to the much smoother working of any 
scheme that may be adopted. The nearer the token 
value of the rupee approaches to its bullion value, the 
less temptation there is to convert it, or to illicit 
coinage, and the less it handicaps the producer in 
competing with other countries. 

“ 5. Such a scheme would establish a sound standard 
on a minimum of gold. It would result in a stable 
rate of exchange, encouraging, to some extent, the 
introduction of English capital, and, consequently, 
cheaper money, while arrest ing the efflux of capital 
from India; but would only partially redress the 
injustice felt by those natives who have converted 
rupees into bullion and may wish to reconvert it, and 
only lessen, not entirely remove, the temptation to 
illicit coinage. 

“ 6. That which I would propose is as follows ; — 

66 1st. A gold standard to be declared in India and 
Ceylon, the sovereign to be the unit. 

“ 2nd. The rupee to be a token coin minted on 
Government account, and issued according to 
requirements at the ratio of 17 to the £ sterling, 
or Is. 2 -f T d. per rupee ; rupees to be a legal 
tender to the extent of 80 rupees. 

“ 3rd. Concurrently therewith, Government sterling 
notes on a gold basis to be issued for 5/. and 
upwards, as required, at the equivalent of 17 rupees 
per £ sterling. 

“ 4th. The existing rupee currency notes for all 
amounts over Rs. 50 to be called in and re- 
deemed — 

u (a.) By payment in rupees out of the silver 
reserve held against them. 

M (b.) By the issue in their place of sterling 
notes for 51. and upwards, at the rate of 
1/. to 17 rupees. After a given date the 
rupee notes from Rs. 50 and under, left in 
circulation, to be legal tender to the amount 
cf Rs. 80 only. 

“ 5th. The issue of notes and rupees in Ceylon to 
be in the hands of the Colonial Government, the 
coin being supplied by the Indian mints at bullion 
value plus mintage. 

S 4 


Mr. H. Bo is 
1 Dec. 1898 



144 


INDIAN CURRENCY COMMITTEE: 


Mi'.H.Bois. u 7. The effect of this would, I believe, be to be the difference between the £14,000,000 and the 

establish a gold standard with practically a silver and £20,000,000, about one-tliird. If that holds good for 

1 Dee. 1898. note currency, the latter on a gold basis for all sums India, the amount of gold reserve to be held against 
over the amount fixed as a legal tender for silver. Rx. 45,000,000 of notes w r ould be about Rx. 15,000,000, 
The Governments in India and Ceylon would have to which corresponds with the estimate that has been put 
hold a gold reserve against the sterling notes in pro- in, 1 think, by previous witnesses, 
portion to the issue, but the amount of this reserve 11,288. Is there anything else von would like to say 
would probably not be so large as to be prohibitory, to us ? — No, 1 think that is all. 

while the cost of obtaining it would be met by : — 11,289. (Sir A. Dent.) In your statement about 

tm (a.) The profit on the sterling note issue. the proposals for a new currency system in India, are 

(b.) The profit on the mintage and issue as you leaving the existing rupee in circulation, or do 
required of rupees as token coins on Government you propose to coin a new rupee? — I should simply 
account. make the existing rupee a token coin. 

“ 8. Under the foregoing scheme bar silver cannot 11,290. The proposal of the Government is very much 
he exchanged for rupees except at H. 2yW., and the same, but at a different rate of exchange ? — The 

rupees cannot he exchanged for gold, but, inasmuch Government have practically converted a standard coin 

as they can be exchanged for notes, and notes for into a token coin. I do not think that the position can 

gold, the question arises as to the extent to which be regularised without declaring a gold standard 

gold might be absorbed for hoarding purposes. and making the rupee a token coin. 

il 9. If the currency ol gold were encouraged , and 11,291. Is not that rather the ultimate intention 


sovereigns were brought prominently under the notice 
of the natives, they might very possibly be hoarded in 
detail to some extent ; but under the foregoing scheme 
the native would probably rarely see gold, and the 
temptation to hoard it would be somewhat less than 
it is at present. If lie really wants sovereigns he can, 
at the present moment, buy them at the rate of about 
Is. 4 d. to the rupee ; and, seeing that in existing cir- 
cumstances the rupee is a coin of unstable value ai 
Is. 4 d., there is more reason why he should convert 
it into gold than there would be if it became a coin of 
stable value at 1 s. 2-f f d. As regards hoarding on a 
large scale, the same argument applies. The holder of 
a large quantity of silver can purchase sterling drafts 
on England at about Is. id., and import the equivalent 
gold coin for hoarding purposes. He can do it with 
a rupee that may at any time fall in value, and the 
temptation to so convert it is certainly greater than it 
would he if he knew that lie could at any time get 
notes for his rupees and gold for his notes at the rate 
of Is. 2 T \d. 

a 10. On the whole, therefore, I think that 
absorption of gold for hoarding purposes would not 
take place to any great extent, but it is, of course, 
a factor of uncertain value, and only experience can 
determine its importance.’ 5 

The previous witness, Sir John Lubbock, was asked 
to state the amount of gold that he thought would be 
required to establish a gold standard in India. He 
admitted that the currency of the country must 
remain the rupee to a very great extent, hut he 
seemed to apprehend that the rupees would be ex- 
changed for gold, to a very large extent; he mentioned 
100,000,000/., I think. I cannot, myself, see what 
inducement anyone would have to convert rupees 
into gold greater than the inducement there is at 
present, and my own belief is that the amount required 
to establish a gold standard in India would be very 
small. I look at it in this way : the amount of silver 
currency at present is estimated at 120 erores ; the 
note currency at 24 erores. The only displacement 
of rupees or rupee notes would be, I think, to form 
a legal tender for all amounts over 80 rupees. I 
would maintain the rupee as a legal tender to the 
extent of 80 rupees, but for amounts over that the 
legal tender would be gold. Then the question arises : 
out of this 140 erores of rupees and currency notes, 
what proportion would be displaced in order to form 
that legal tender ? I think, at a liberal estimate, it 
would not exceed 45 erores, if so much. Then, say 
you have to issue Government notes for 45 erores to 
form the legal tender, for which silver would not be a 
legal tender, what reserve would you have to hold 
against the sterling notes ? I do not see why it should 
be any larger than it is in England. Under the Bank 
Act of 1844 it was found that out of £20,000,000 of 
notes in circulation, there never, at any time, had been 
less than £16,000,000, and it was assumed that in no 
possible circumstances could the amount fall below 
£14,000,000. It was, therefore, decided that the 
reserve to be held against them, in gold, should 


of the Government, if they carry through their pro- 
posals ? — Of course, as I have said, I think the crux of 
that question is the rate at which the rupee is iixed; I 
think that a gold standard would work satisfactorily, 
if the rupee were not iixed at a price which practically 
handicaps all the exports of India. Why I think 
there is no difficulty in having a gold standard and 
a silver currency, is that it existed for a very long 
time iu Ceylon. Up to the year 1871 the denomina- 
tion of account was pounds, shillings, and pence, and all 
transactions took place in pounds, shillings, and pence, 
but the only coin that was ever seen in Ceylon, and 
was actually current, was the Indian rupee. 

11.292. There has been occasionally some discussion 
as to the real permanent injury that has been done to 
the Indian and Ceylon tea estates by the closing of the 
mints, and the fixing of l.v. 4d. exchange. You have 
heard remarks also made, I suppose, that iu some ways 
the 1$. id. has been rather a blessing than otherwise 
in checking production. Will you give us your views 
on that ? — I think that the rise in exchange has tended 
to restrict the opening of laud, ahd, in so far as there 
was a danger of over-production, I think that rise may 
have been a small benefit. 

11.293. If it had not been for a check of that sort, 
it is suggested that some years hence there would have 
been a very serious calamity, owing to the excessive 
production ? — I think that too much importance can be 
attached to the rise in exchange. It is only a factor in 
the question. There has also been a fall in prices, 
which has been much more important than the rise in 
exchange. It is the combination of the two that has 
proved so disastrous, and any fall in exchange would, 
of course, be pro ianto a relief, in the same way that a 
rise in prices would be. 

11.294. The fall in prices has heen brought about, 
has it not, entirely by the increased production ? — Y r es, 

I should say so. 

11.295. And, if that production is checked, the price 
will go up again, will it not? The consumption is 
going on pretty regularly ? — Ye 3 ; as I said in my 
answer to the Chairman, I consider that prices depend 
altogether on supply and demand in the place where 
the produce is sold, until a fall in prices checks 
production. 

11.296. You suggest that the mints might be re- 
opened under certain conditions, and a duty imposed, 
which you put at 5 per cent. Do you think 5 per cent, 
additional duty would meet the requirements of the 
Indian Government ? — I do. To begin with, out of the 
16,000,000/. o/ remittances made by the Indian Govern- 
ment, or I think now it is 17,500,000/., fully one-half 
is in connexion with the commercial undertakings of 
the Indian Government — railways — and I consider that 
the loss of exchange on that amount is simply an item 
of expenditure attaching to the railways. 

11.297. Have you considered how that 17,000,000/. 
is made up ? — About 8,000,000/. of it is in connexion 
with railways and remunerative works. 

11.298. You must study that rather closely, I think, 
before you can give any opinion upon it?~l was 
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basing it, I think, on a speech of Sir Henry Fowler’s 
in the House of Commons, in which he said that about 
half of that 16,000,000/. was in connexion with Indian 
railways. 

11.299. I have had an opportunity of studying it, 
and I know that it is an amount that cannot be 
reduced in any way except by buying things in India 
instead of England. You would pay less sterling, 
but then you would have to pay more rupees in India, 
so that it would come to the same thing ? — I think, as 
regards that portion of the sterling debt, the obvious 
way of raising the revenue is to raise the railway 
rates in respect of which that charge is incurred. 
However, I admit that ultimately the Indian Govern- 
ment must get it one way or other. 

11.300. These things have to be got, and, whether 
they are bought in England or in India, the cost 
must come into the budget ? — That is so, no doubt. 

11.301. The revenue of Ceylon has not suffered 
yet, has it ? — The Ceylon Government revenue has not 
suffered yet, nor will it suffer until estates are worked 
at a loss ; so long as they go on at all, the revenues 
will remain the same. 

11.302. There is some fear, is there not, in Ceylon 
that, unless something is done, some estates will have 
to be closed ? — It is estimated that, if exchange were 
to go up 1 d. or in the rupee, or the price of tea 
to go down \d. or 1 d. per pound, estates now pro* 
ducing 30,000,000 lbs. of tea would go out of 
cultivation. In that case, of course, the Government 
revenue would be affected. 

11.303. {Mr. Campbell.) What proportion would 
that be ; that would be a third of the total ? — About 
a fourth. 

11.304. I think you admit that there might be 
certain advantages in a gold standard as compared 
with a silver standard ? — I do. 

11.305. That it would give stability to exchange, 
which a silver standard with open mints does not 
give ? — I think the question of exchange must always 
come in. if you establish a gold standard, it would 
give stability to exchange. 

11.306. Of course, from merely having heard you 
read your scheme, I do not feel in a position to go 
fully into its details, hut among other tilings you say 
you think 80 rupees ought to be the limit of legal 
tender for the rupee ? — I fixed that because it is the 
highest amount of rupees under a 5/. note which I 
propose the Government of India shall issue. 

11.307. But I suppose you will admit that, for 
many } T ears to come, rupees will have to be the real 
circulating medium thoughout the country ? — I would 
only make it the legal tender for that, but I believe it 
would be used for the payment of larger amounts as it 
is at present. 

11.308. If that is so, is it wise to restrict it to 
80 rupees ? — I do not see how you can have a gold 
standard and a silver rupee legal tender for all 
amounts. I think it must be a token coin. 

11.309. Take the case of France. There the 
standard is gold ; the mints are shut to silver, but 
both gold and silver, or either of Ihem, are legal tender 
to any extent ? — That is so ; but in that case it ceases 
to he an automatic currency ; it is in the hands of 
Government. They can only then issue silver as they 
think the circumstances require it. 

11.310. But it does not seem to have led to any 
inconvenience in France all these years. They are 
getting on very well under that system, are they not ? 
— I cannot say that I know very much about the 
economy of France ; but, as far as India is concerned, 
I think it must either be a gold standard or a silver 
standard. I do not see how you can have the two 
standards. 

11.311. Would it not be apt to lead to very 
serious complications, if, while rupees were the real 
circulating medium, the law made them legal tender 
only to the extent of 80 rupees; might not that 
lead to serious difficulties between debtor and creditor? 
— I do not think so, because I should make the rupees 
convertible. 

i Y 3514. 


13,312. Then you talk about the issue of about Mr. H. Bois 
Rx. 45,000,000 in currency notes? — That is my 
estimate. 


1 Dec. 1898. 


11.313. How would you get these notes into 
circulation ? — By exchanging them for existing notes 
and also for rupees. 

11.314. But existing notes only circulate practi- 
cally in the neighbourhood of the large Presidency 
towns. The natives do not take notes in the interior 
at all. You would not force these notes on the natives ? 
— Ho. I would simply issue them as required. I 
would explain that after a certain date rupees would 
be a legal tender only to the extent of 80 rupees, 
hut that they would be exchanged for sterling notes 
at the rate of 17 rupees to the £ sterling. 

11.315. You would issue the sterling notes in 
exchange for rupees? — Yes. 

11.316. And undertake to repay them in gold? — 
Yes. 


11.317. How would you find the gold ? — I do not 
think it would ever be demanded. 

11.318. You would trust to its not being demanded ? 
— Yes: I would simply hold a gold reserve to the 
extent of one-third ; yon would already hold a silver 
reserve against them, but I would hold a reserve in 
just the same proportion as they do with Bank of 
England notes. 

11.319. Would you not be afraid of the risk of a 
breakdown, supposing you did not get your notes into 
circulation to any larger extent than notes circulated 
now, and still made 80 rupees the legal tender limit 
for silver coin ? — You would have to fix a certain date 
up to which you would exchange sterling notes for 
rupee notes. After that, the demand for notes would 
he according to the requirements of the internal 
trade. Anyone could get them at the rate of 17 rupees 
to the £ sterling. 

11.320. (Mr. Le Marchant.) How would those 
notes be exchangeable up-country ? Would there be 
any great facility for obtaining rupees by any holder 
who wished to make small payments ? — Only in the 
same way that in England now a holder of a 51. 
note would get change. He would get it in the 
bazaar. I very much doubt whether they would 
reach the interior to any extent, because they would 
be only required as legal tender for amounts over 
80 rupees. 

11.321. And that would tend to limit their 
circulation to within the neighbourhood of banking 
centres ? — Exactly. Wbat it would really come to is 
this : there would be a rupee currency, and a sterling 
note currency on a gold basis. I do not think gold 
would ever get into circulation at all. It would be 
just the same as the case of Canada. With the 
Government at the back of the note, I do not think 
any native, unless he wanted to hoard, would exchange 
it at all ; the note is quite as convenient to him as the 
sovereigns. When the Ceylon Government guaranteed 
the notes of the Oriental Bank Corporation, the 
natives did not hasten to convert them. 

11.322. Take the instance you have mentioned in 
Ceylon; the notes were already familiar to the 
community ? — That is so. 

11.323. Here it would be the introduction to a 
certain extent of a newer form of currency? — Yes, 
but I think they would only replace rupees where 
they were required in payment of a large debt. 

11.324. And where they might be a new con- 
venience ? — Yes. 

11.325. You were speaking just now of the Argentine 
Government : have you heard that there is any official 
proposal to prevent the premium on gold from falling 
below a certain figure ? — My information was derived 
from, I think, the “Statist.” They wrote strongly 
deprecating it, and gave the text of the proposal, 
which waste fix the gold premium at 150. 

11.326. In speaking of the possible fall of exchange, 
I think you were speaking of is. Id. or thereabouts, as 
having been a rate that had prevailed three years since ? 
— Yes, 1895-6. 

X 
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Mr.H. Bois. 11,327. -And connecting that, if I understood you 
*“7 rightly, with a price of silver? — Yes. 
ec ‘ 11,328. The price of silver that would coincide with 

a rate of 1,9. l(L if the mints were open is, I think, 
nearly 3 4d. That, so far as it might be required as a 
basis for the value of the rupee, would be a material 
rise above the present price of siiver ? — Yes, but there 
lias always been a difference between the bullion value 
of the rupee and the exchange value of the rupee. 

11.329. You were alluding to a loss of about 3d. in 
the rupee, I think you said, on the whole volume of 
exports ? — Yes. 

11.330. If one person pays that, does another 
receive it ? Is it a transfer? — It is, to a very great 
extent. 

11.331. Let me put my question in this wa y. If 
the Indian producer sells his sterling bills drawn 
against produce, under the conditions suggested, he 
receives fewer rupees in the proportion you were 
mentioning ; the purchaser of that bill buys his 
sterling exchange for exactly the same proportion 
less? — Yes, but I explained what the set-off was. 
I took a profit and loss account. On the one side 
there is 3 d. in the rupee on the whole exports, 
which amount to 66 millions. Then, as you ask, on 
the other side, who gets the gain ? The Government 
get the gain as to 16 millions. There is gold and 
silver to an extent of 10 millions ; who gets the gain 
on that, it is rather difficult to see. I should like to 
say something about that, and to draw the attention 
of the Committee to the exports of silver during the 
last few years. At the time of the closing of the 
mints, the exports of silver to India were about 
15 erores. In the three following years it fell to 
8 and 7 erores. Last year it went up to 13 erores. 
Seeing that the mints are closed, the question arises 
wliat becomes of that silver. It seems to me to point 
to one of three things; either hoards of rupees have 
been released and bar silver substituted, or illicit 
coinage is going on to a very considerable extent, or — 


and possibly all of those combined — bar silver is being 
imported into India on the chance of making a profit, 
possibly in connexion with tills Currency Committee. 

11.332. (Mr.Canijjbdl.) One point you have omitted, 
I think, is that a very large proportion of these exports 
of silver into India are merely meant for coinage of 
the British trade dollar ? — However, that was only by 
the way. I pointed out, as regards the 16 millions, that 
the Government got the benefit. There was 10 millions 
of silver bullion which also forms a set-off, and then 
there are the imports of -10 millions. 

11.333. (Mr. Lc Marchant.) I do not know that 
I quite follow about the silver bullion ; do you mean 
that there is an additional import ? — No; the exports 
amount to GO millions ; on the other side, you have 
imports 40 millions, the bullion 10 millions, and 
Council bills 16 millions, making up the 66,000,000. 

11.334. Then would you say that, owing to the rise 
in the sterling value of the rupee, India is able to 
import more silver ? — ISTo, but it pays less for its 
imports ; that is the set-off. The loss on one side 
and the gain on the other side is the lower price paid 
for the imports. If the exports exactly balanced the 
imports, and the price of imports fell in exact pro- 
portion to the rise in exchange, there would be no loss 
either way, it would be balanced. 

11.335. Is it not the case that, taking it within the 
boundaries of India itself, there might he a con- 
siderable transfer of profit from one set of persons to 
another, owing to the fact of such a difference in 
exchange as you are mentioning ? — 1 think the 
exchange only comes in in transactions with foreign 
countries. Internally I consider the rupee is what it 
always lias been. It passes at much the same value. 

I do not think that in any internal transactions any 
question of exchange comes in. 

11.336. Then you would limit it to the effect on 
imports, whatever they may be ? — Yes. 

11.337. And, apart from that, interests within India 
are not affected ? — No. 


The witness withdrew. 


Adjourned. 
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10 Jan. 1899. 


Mr. Horace Seymour, C.B., called and examined. 


11.338. ( Chairman .) You are the deputy-master of 
the Royal Mint ? — Yes. 

11.339. How long have you occupied that position ? 
About four and a half years. 

11.340. Can you tell the Committee what was the 
law as regards the metallic 1 currency in England up to- 
the year 1774 ? — Silver was originally the sole standard 
of value in England, but by degrees gold was gradually 
introduced, and was accepted, not by. Jaw, but by 
custom, side by side with silver. 


11.341. Was gold a legal tender ? — It was accepted 
— it circulated side by side with silver. 

11.342. That was up to the year 1774 ? — Up to the 

year 1774. . Y 

11.343. What were the causes , which led to the 
currency legislation of 1774 ?■ — The real reason was that 
the gold coin which had becomain practice the standard 
measure of value—- silver having been Jjlriyen ou>— 
had^ become very much reduced in weight owing to 
•diminution by clipping and wear, and the .exchanges 
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were in consequence adversely affected. The attention 
of Parliament was accordingly called to the matter, 
and the result was a complete reformation of the gold 
coinage. That was in 1774. 

11.344. Did the standard alter? — No, the standard 
remained the same. 

11.345. I suppose they fixed the silver price of 
the guinea ? — That was in 1717. The guinea was 
issued originally in the time of Charles IT. as a twenty 
shilling piece, but it never circulated as a twenty 
shilling piece. It began at 2Ls\, and gradually, owing 
to the faulty condition of the silver coinage wont 
up to oOs. In the time of William III., in 1095, it 
was reduced to 2(5.s\, and then to 22s., but that had no 
practical effect. The gold was still over-rated, and in 
1717 the Government of the day took the advice of 
Sir Isaac Newton, and he recommended that the 
guinea, which had been circulating at 21,9. 6cl., should 
be rated at 21 $., and that was carried out by Pro* 
clamation. 

11,31(5. The guinea had at one time circulated for 
a great deal more than 21s. ? — That was in 1695, 
when it was reduced by Act. of Parliament., first to 
26s., and then to 22s. Even that reduction was not 
enough, and in 1717, as I have mentioned, the silver 
in circulation being either worn or base, and gold 
being still overrated, the Government asked for the 
opinion .of Sir Isaac Newton, and he went iuto the 
matter and compared the rates of silver in Europe and 
in the East, and he recommended that the guinea 
should be valued at 21s. 

11.347. The legislation of 1717 was really 
restoring the currency to its proper value ? — Yes. 
Then in 1774 a very important Act was passed. 
The gold coin was all called in and re-coined, and 
was in future to be circulated by weight.. Before 
that, gold had been circulated by tale only, and Par- 
liament now introduced a new principle by which 
there was a fixed least current weight, below which 
the coin should not circulate. That was. the first 
important principle which was then established. . If 
the guinea fell more than a grain below its issuing 
weight, it ceased to become legal tender. That was 
so far as regards gold. Then, with regard, to silver, 
the coinage was in an extremely bad condition, very 
much worn, a great part laid been imported from 
abroad, and an Act was passed to prohibit the impor- 
tation of light silver into the kingdom at all. Further 
than that, a new principle altogether, which had never 
bee ft adopted before in the currency, of this country 
was introduced, and that was this. Parliament fixed 
a limit to the tender of silver. Hitherto, silver coin 
had always been unlimited in tender, but in 1774 they 
fixed a limit of 25/. to its tender. Debts beyond that 
amount, were to bo paid in silver by weight at 5s. 2d. 
per ounce. 

11.348. Weight of silver ?— By weight of silver. It 
was taken by tale up to 25/., and over that amount any 
debt was to be paid by weight. Of course, the coin- 
age being in such a very depreciated state, it was not 
worth a man’s while to take, advantage of the pro- 
vision, because, supposing shillings to have been 
deficient to the extent of 20 per cent, of their original 
weight, a- moderate estimate, it would have cost him 
something like 125/. to pay a 100/. deht. . bo that, 
although that Act was passed, and a very important 
principle was introduced, it really had no effect. 

41.349. The next great step in the currency history 
of This country was Lord Liverpool’s scheme in 180o i 
— Lord Liverpool’s letter to the King, which is very 
well known, and has often been quoted, was really a 
report which he had drawn up in 1798 for the Privy 
Council Committee, which was appointed to enquire 
into the state of the coinage. He laid down a great 
many principles, and for some reason or other, which 
I am not quite clear about, the Committee did not 
then adopt his report. Afterwards he worked it up, 
and addressed it as a letter to the Kin<^ The chief 
principles advanced by diim .were three. . I he. first was 
that coins which were to be the principal measure .of 
property and instruments - of '.commerce, , should be 


made of one metal only ; hitherto there had been two 
circulating. Then lie drew the conclusion that gold 
was the best for that purpose. Of course, there was a 
difference of opiuion on the point, but he argued that 
gold was the best metal to select as the sole standard 
of value. The third principle ho laid down was that 
silver and copper were to be subordinate and subser- 
vient, and merely representative coins, and that where 
the function of gold ceased that of silver should 
commence, and that where the function of silver ceased 
copper should step in. He chose originally the guinea 
as the limit where silver should step in ; be thought that 
above that sum silver should not be legal tender, and 
be took the shilling as the point where copper was to 
play its part. Those three different points were the 
foundation of the legislation of 1816, which is prac- 
tically wliat we are working under now. They , were 
adopted by the Committee on Coinage ; they were 
reported to the House, who drew up resolutions 
founded on them, upon which the Act of 1816 was 
brought in. It was very slightly modified. Parlia- 
ment adopted two guineas instead of one guinea 
as the limit of tender of silver, and that was subse- 
quently reduced to 21. Those are the principal points 
of Lord Liverpool’s recommendations. 

11,350. Since 1816 we have worked in this country 
on a monometallic system, gold being the standard 
metal, and the silver coinage and the copper coinage 
being purely subsidiary ? — That is so. I may mention 
that in the Act of 1816, with regard to silver, there 
was. a change made. Hitherto, out of the pound of 
silver 62 shillings had been cut. By the legislation of 
1816 it was decided to cut 66s. shillings out of the 
pound, and four of those were to be retained as 
brassage and seignorage to pay the expenses of the 
Mint. 

11,353. That was out of the pound of silver ? — Out 
of the pound of standard silver. That would be 5s. 6d. 
per ounce, which is the present rate. 

11.352. Out of a pound of silver there were to be 
how many shillings ? — Sixty-six, instead of 62 as the 
number had been hitherto. It was proposed to retain 
four out of the 66, and only to return the same number 
as before, 62, to the person who brought the silver to 
the Mint; but that proposal has never been acted 
upon. It was to be carried out by proclamation. 
No proclamation was ever issued, and the result is 
that now we cut 66 shillings to the pound, and people 
cannot bring silver to the Mint at all. The proposal 
to retain 4,v. out of every 66 was made under the idea 
that the Mint was to be open to silver. 

11.353. How is the value of the shilling fixed now? 
— It was fixed by the Proclamation of the 1st of 
March 1817. 

11.354. That is what you are working under now ? 
— 'We are working under the Act of 1816, as re- 
enacted by the Coinage Act of 1870 ; but the particular 
provision "to retain 4s*. never became operative. Under 
the Act of 1816 silver could be brought to the Mint, 
subject to the proclamation of the terms under which 
it could be so brought. Anybody could bring it ; but, 
as the proclamation was never issued, the provision 
remained inoperative, and silver is now issued at 
sixtv-six shillings to the pound of standard silver; 
but it is not issued except on payment of gold. 

11.355. I want you to tell us when that was done, 
because, up to that time, anybody bringing silver to 
the Mint could get it coined ?— Not quite ; cot up to 
1816, because in 1798 they stopped the free coinage of 
silver altogether. 

11.356. The English Mint was “ closed , to silver 5 
in 1798? — Yes. 

11 357. That, would be under an Act of Parliament?- 

— Yes. ’ ■ : • ; • 

11.358. What was the Act ? — 38 Geo. III. c. 59. 

11.359. And since 1798 the English Mint has never 
been ? opened to silver? — It has never been opened 
since to free coinage. 

11.360. The only free ‘coinage now at; the Mmt is 

gold ? — Yes. ‘ ; . m ' 
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11.361. You are obliged to coin gold? — Under 
certain conditions, yes. 

11.362. And you are not obliged to coin silver ? — 
No. 

11.363. Who regulates your coinage of silver ; is it 
the Bank of England ? — As far as England and Wales 
are concerned, the Bank of England apply to us when 
silver is wanted ; they tell us what denominations 
they want, and how much of each denomination, and 
then they pay us, or make a transfer to our credit for 
it, in gold. 

11.364. You buy the silver ; they do not bring 
silver to you ? — No, we buy our silver. 

11.365. The Bank of England says, in other words, 
“We are prepared to buy from you a million’s worth 
of silver/’ for which they pay you in gold ? — Or 
credit, yes. 

11.366. Do you supply anybody else but the Bank 
of England ? — There are certain banks in Scotland 
who agree among themselves what they want, and 
come to us through the Bank of Scotland ; and 
we supply them in a similar way, and the Bank of 
Ireland also. 

11.367. But no bank in England can come to you 
except the Bank of England ? — As a matter of practice, 
that is the arrangement that has been made as far 
as silver generally is concerned. Threepenny pieces 
rest on a different footing, anybody can come for 
threepenny pieces, that is only a minor detail. 

11.368. (Sir F. Mowatt.) Even there you exercise 
your own discretion? — The Chancellor of the Ex- 
chequer, who is ex officio Master of the Mint, is 
responsible that there should not be an over-issue, 
and, if necessary, he could always refuse to supply 
silver even if it was asked for. There is no right of 
demanding silver. 

11.369. ( Chairman .) What I want to get at is this : 
the Chancellor of the Exchequer, 'who represents the 
Government, ultimately regulates the amount of silver 
which is in circulation ; he could stop it ? — He could, 
if the occasion arose ; but it has not arisen. 


11.370. But he has the power to stop it. Suppose 
the Bank of England were to ask for an amount of 
silver coinage which the Chancellor of the Exchequer 
was of opinion was not wanted, has the Chancellor of 
the Exchequer power to refuse the Bank of England ? 
— Oh yes, there is no obligation on the Mint to issue. 

11.371. To issue to anybody? — To anybody, as far 
as silver is concerned. I am talking of silver. 

11.372. Your arrangement with the Bank of 
England is a purely conventional one ? — Yes it is. 

11.373. There is no statutory authority at all? — 
No, not with regard to that arrangement. 

11.374. There is no obligation on the Bank of 
England to come to you, and there is no obligation on 
you to entertain the Bank of England’s application ? 
— No, it is a matter of convenience. 

11.375. ( Sir D . Barbour .) The Bank of England 
makes no profit out of the silver that it gets from the 
Mint ; the profit goes to the Government ? — The 
profit goes to the Government. 

11.376. The Bank makes no profit out of it in that 
way ? — Not that I am aware of. We make them a 
payment to cover the cost of carriage ; whether they 
get any profit out of that I cannot tell. 

11.377. ( Chairman .) The Bank brings you a gold 
sovereign, and you give them twenty shillings, although 
those twenty shillings may have cost you under 9$. ? 
— That is so. 

11.378. (Sir D. Barbour .) Then, if the Bank took 
from you more silver than is required by the country, 
that would remain on the hands of the Bank, and 
would be so much of their capital lying idle ? — It 
would remain on the hands of the Bank, yes. 

11.379. Therefore, those two things area guarantee 
that the Bank will ^not ask for more silver than the 
country really requires ? — I think you may take that 
view. 

11.380. ( Chairman .) Is British silver coined any- 
where else than at the Boyal Mint ? No. 


11.381. Gold is coined at other mints? — Gold is 
coined at the branches of the Mint at Sydney and 
Melbourne. 

11.382. Anywhere else? — Well, Perth in Western 
Australia is going to open a mint presently, it has not 
begun to coin yet. 

11.383. Now, will you tell us what is your estimate 
of the active circulation of gold and silver and copper 

coins in the United Kingdom at the present time? 

We estimate that the total active circulation is now 
68,000,000/. 

11.384. That is gold? — Gold. That is at the 
rate of 1/. 13s. 10 d. per head of the population. 
Silver is estimated at 23,000,000/., which gives 
11s. 5d. per head of population. Bronze is estimated 
at 2,000,000/ , which gives Is. per head of population. 
As to gold, the estimate is fairly accurate ; we have 
had opportunities which have enabled us to arrive at 
a fairly accurate estimate. The silver and bronze are 
rather wider estimates ; you cannot trust them quite 
so implicitly. 

11.385. On what principle have you calculated the 
silver that is in circulation ? — The calculation is based 
upon an inquiry conducted in 1891 by Mr. J. B. 
Martin, who went into the matter at the suggestion 
of the Institute of Bankers, and he made a calculation 
from various investigations which he made through 
the hanking community, and from the Customs returns, 
and arrived at an estimate, which was generally 
accepted. We have merely built on to that by the 
withdrawals and issues since then. 

11.386. What do you call withdrawals? — With- 
drawals of worn silver out of circulation. Every year 
a certain amount of worn silver is withdrawn and 
sent in by the Bank of England for re-coinage. 

11.387. Light silver ? — Worn silver; it is not tech- 
nically light silver, there being no least current 
weights prescribed. 

1 1.388. You can tell, I suppose, how much silver 
you have coined, say, in the last 30 years ? — Yes. 

11.389. The calculation is per head of the popu- 
lation of the United Kingdom ? — On the estimated 
population of the United Kingdom at the present time. 

11.390. You include in your 68 millions all the 
gold coins which have been coined in Australia? — No, 
we include the number of coins from Australia which 
are circulated in this country. We arrived at the 
conclusion, after the investigation we made in 1895, 
that 40 per cent, of the sovereign circulation was in 
Australian coins. 

11.391. (Mr. Campbell.) As much as 40 per cent.? 
— Yes, that was the result of the examination we made 
in that year. 

11.392. That is four out of every 10 in circulation ? 
— Yes. 

11.393. (Chairman.) How many have you assumed 
to be in circulation in Australia? Of course you 
have allowed for a certain quantity being in circu- 
lation in Australia ? — This estimate is entirely irre- 
spective of Australia. It refers only to the circulation 
iu the United Kingdom. I really cannot tell you 
what the circulation in Australia is ; that is a separate 
matter altogether. All I say is that now the active 
circulation, in this country, including coins of 
Australian production, is estimated at 68,000,000/. 

11.394. But I want to test that, or to get at some 
valid reason for taking it as accurate. First of all, 
there is the import of gold in bullion into this 
country ; then there is the gold that is coined at the 
Mints ; then there is the export of gold from this 
country for many purposes throughout the world. 
Now, have you any record to show how much of* the 
gold exported is sent out in coin and how much in 
bullion ; is there any record ? — The Customs keep a 
record, and could furnish you, probably, with a 
return of the amount of bullion and the amount of 
coin exported and imported, but I cannot say what it 
is. 

11.395. Perhaps it would not be a very reliable 
guide if we had it, would it ? — I would rather not say 
anything about its being reliable or not. 
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11.396. It would be, of course, reliable as to the 
facts of the case, but I mean it would not be a reliable 
guide on which to base a theory ? — No. 

11.397. It would not give you any reliable evidence 
as to the amount of coin in circulation ? — No. 

11.398. Then we take it as your opinion, arrived at 
from other sources, that there are from 60 to 70 
millions of gold coin in circulation in the United 
Kingdom only? — l’n the United Kingdom only. 

11.399. Now let us have the exact proportion of 
the gold coinage to the silver coinage. The silver 
coinage is a third of what the gold coinage is, is it 
not ? — About that. 

11.400. What is the bronze? — The bronze is two 
millions. 

11.401. Then the whole of the coinage of this 
country would be 93 millions ? — Yes ; that is in 
nominal value. 

11.402. I mean its value as coin ? — Yes. 

11.403. And silver is over 23 per cent, of that? — 
About 25. 

11.404. Is the amount of silver that is coined 
annually pretty uniform, or does it fluctuate very 
much ? — The last 10 years it has averaged from 
756,57 81. at the lowest to 2,224,92 61. at the highest. 

1 1.405. (Sir D . Barbour .) Is that the new coinage ? 
— The new coinage. 

11.406. Not allowing for withdrawals? — It is the 
nominal value of the issue of new coin manufactured 
from silver bullion and worn coin taken together. 

11.407. (Chairman.') Does that include the Colo- 
nies ? — Yes, it would include the Colonies — you 
mean, of course, the sterling -using Colonies — but the 
coinage does not represent the amount actually issued 
in a given year, it may be more or less. 

11.408. That, of course, would vary, but what I 
want to get at is this. Is all the silver coinage which 
our Colonies have, in Africa and the West Indies and 
elsewhere — is all that included in that total ? — Yes. 

11.409. (Mr. Holland ,) Which was the lowest 
year and which was the highest ? — 1 took 10 years. 
I gave you the highest and the lowest figures during 
those 10 years. 

11.410. (Chairman.) Which was the highest? — I 
have taken the figures between 1888 and 1897. The 
lowest was in 1888 and the highest in 1889. 

11.411. Is there any other mode of regulating a 
token coinage adopted in other countries ? — In some 
countries they have adopted the plan of limiting the 
token coinage to so much per head of the population. 
In the Latin Union, which embraces, as you know, 
France, Italy, Greece, Switzerland and Belgium, they 
originally limited it to six francs per head, and it was 
increased in 1897 ; but their rule is that they can 
only issue so much per head. In Russia they adopt 
the same system. They have a limit of coinage of 
three roubles per head, which they cannot exceed, 
but in both cases they combine also with that the 
plan which is adopted in other countries, of having a 
limit of tender as well as a limit of supply. 

11.412. (Mr. Hambro.) Does that apply to the five- 
franc piece in France ? — The five-franc piece is 
unlimited tender in France. 

11.413. (Mr. Campbell) But you cannot send 
silver into the French Mint to be coined ?— No,, they 
have stopped unlimited coinage. I think practically 
all the countries that were formerly bi-metallic have 
limited the coinage of silver now. 

11.414. (Chairman.) But you said that the five- 
franc piece is unlimited tender in France, did you not ? 
— By law. 

11.415. Many regard it as a token coin, but it is an 
unlimited tender for the payment of any debt ? — It is 
a token coin so far as its coinage is restricted, and its 
intrinsic value is less than its nominal value. 

11.416. (Sir F. Mowatt.) You did not give us, I 
think, the proportion per head of the token coinage in 
the Latin Union ?-— In 1865 it was limited to 6 francs 
per head, the legal tender limit being fixed at 50 
francs, but the limit per head was increased to 7 francs 
in 1897. 


11.417. That is not including five-franc pieces; you 
only mean subsidiary coinage? — I refer entirely to 
subsidiary coinage, 2 francs and under. 

11.418. (Mr. Hambro.) But I regard the five-franc 
piece as a subsidiary coinage ? — I understood Sir 
Francis Mowatt to refer only to the avowedly sub- 
sidiary coinage, which was originally limited in the 
Latin Union to six francs per head. As regards the 
five-franc piece, it is no longer struck ; they do not 
coin five-franc pieces any more at present — they have 
such an enormous stock of them — but they are unlimited 
tender. 

11.419. (Chairman.) But nobody can take silver 
and have it turned into five-franc pieces ? — No. 

11.420. (Sir J. Muir.) Have you any idea of the 
number of these five-franc pieces in circulation in 
France? — M. de Foville, who is the head of the 
French Mint, and is a recognised authority on this 
subject, estimated the value of five-franc pieces in 
France at 1,935 million francs; that will give you, 
divided by five, the number of pieces. 

11.421. ( Chairman .) A great portion of that is in 
the Bank of France, is it not ?«— I believe it is about 
forty millions sterling. 

11.422. What I want to know is whether the 
number that you have given there includes the 
number that are in the vaults of the Bank of France ? 
— It includes that. It is “ existing stock in the 
country.” 

11.423. (Mr. Hambro.) In France alone? — In 
France alone. 

11.424. ( Chairman .) Do you see any reason why, 
if the total coinage of tokens be restricted, there need 
be any limit to the amount to which such tokens can 
he admitted as legal tender ? — I feel some diffidence 
in answering this question, because it is rather outside 
the questions of fact, but I think, as far as I can 
judge, that, provided your restriction is adequate, and 
that at the same time the Government maintains a 
sufficient amount in circulation for the purposes of 
trade, there is no reason why there should be any 
limit of legal tender. 

11.425. (Sir F. Mowatt) Your restriction of issue ? 
— I mean your restriction of issue. As 1 understand, 
the value of your token is maintained by a restriction 
of coinage, and, if your restriction is sufficient to 
enable you to keep up that value, I do not see any 
reason why there need be any limit on the amount of 
tender. 

11.426. But do you say that the value of the token 
depends on the restriction of the issue ? — I understand 
that the value of the rupee depends upon its restriction 
of issue. 

11.427. If a rupee is taken at 15 to the £, how does 
it affect the value of the rupee whether there are more 
or less of them ? — I understand that the value of the 
rupee was in great part raised by closing the Mints 
and thus limiting its issue. 

11.428. ( Chairman .) That is your argument? — 
That is what I understand. 

11.429. (Mr. Hambro.) Is not silver in England 
sometimes sold at a discount, or, at all events, brouze ? 
— I cannot answer that question. 

11.430. (Chairman.) Now, what have you to tell 
us about illicit coinage in this country ? Let me put 
my question in this form. The intrinsic value of 
a shilling is now very different from its nominal 
value. Has that led to a large amount of illicit 
coinage ? — The fall in the value of silver has had no 
effect in the sense of increasing illicit coinage in 
this country. In this country the counterfeit coins 
have been, and are still, very much of the same nature : 
they are run in moulds, they are of base metal, and 
silver does not enter into their composition at all. As 
far as I am aware, there has been only one case — a 
recent case — out of all the cases that have been taken 
up by the police, where tho coin had silver in its 
composition at all, or where it approached to anything 
like the standard. All the rest of the cases have been 
the same as they have been for many years past, 
but there is very much less false coinage now than 
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there was a few years ago. Cases fluctuate in number 
from time to time, because false coinage in this country 
is very much in the bands of the same people. They 
are sentenced to imprisonment for three or live years, 
or whatever the period may lie, and cases decrease. 
They come out, and false coinage becomes active 
again. In I860 there were 887 persons charged 
with illicit coinage, of whom there were IMS convicted. 
In 1870 there were 517 persons charged, of whom 
278 were convicted. In 1890 there wore 109 persons 
charged, of whom 95 were convicted. In 1897 there 
were 1.48 persons charged, of whom 90 were convicted. 
So that in nearly 40 years the persons charged have 
fallen from 887 to 148, and the convictions have 
fallen from 438 to 90. That is for the whole of tlu* 
Kingdom. 

11,181. (Sir F A/oiraU.) That dues not include 
passing had coinage, does it? — Thai includes all 
offences against the Currency Acts. 

11,132. Including passing? — Including passing, 
uttering, and all other offences. 

i 1,133. (Chair man.) And that diminished rate has 
gone on, notwithstanding that there is now, and for 
the last 10 years has been, a very great proiit if they 
had used standard silver of full weight ? — Just so. 

11.134. (Sir J. Muir.) These are all cases of base 
metal? — I believe so, except the one case in 1898, 
when there was an attempt to coin silver. 

11.135. (Chairman.) That was a case where they 
put in more silver ? — It was not up to standard. In 
the evidence the counterfeit coins were said to be 
“ about 885 line.” 

11,430. ( Sir F. Ain watt.) You have described to us 
the process by which additional silver is from time to 
time issued. I will just go over it again. The Banks 
of England, Scotland, and Ireland apply to the Mint, 
and recommend the issue of additional silver ; they do 
that on the ground that the existing stock of silver in 
circulation is not large enough for the trade of the 
country ; I suppose that is the main ground ? — They 
practically feel the pulse of the three Kingdoms, and 
come to us when they lind that it is getting low — 
when the supply is insufficient for tfie wants of the 
community. 

11.437. And it is on that ground that the Mint 
complies with the application and issues new silver ? 
—Yes. 

11.438. That issue is very profitable to the Mint? 
—Yes. 

11.439. But is not profitable at all to the Bank? — 
No. 

11.440. Therefore, the party who makes no profit 
out of it has to start the application, and the party 
that makes a profit out of it only complies with that 
application ? — Yes. 

11.441. The profit-making process cannot originate 
with the Mint ; it originates with the banks, who have 
no interest in it ? — Just so. Of course, it is in the. 
interest of bankers to meet their customers’ wants. 

11.442. Now, do you think it undesirable that the 
authorities who apply to the Mint and move them to 
issue additional silver, should have any interest in the 
seignorage or brassage on the issue of that coinage ? 
— 1 do not see what claim thej' have to it at all. 

11.443. But do you say that it is an essential part 
of such. an arrangement that the authority that moves 
the Mint to issue additional silver should lmvc no 
personal interest — no interest of profit in that issue? 
— Certainly, because very likely it would lead to an 
over-issue. 

.11,444. I will take you on to that, Assuming 
that the banks had any share in the seignorage or 
brassage on the issue of silver, would it be to their 
interest to apply for a large addition to the silver 
coinage ? — They would be under an inducement to 
do so. 

,11,445. It would operate in that direction ? — Yes. 

11,44(5. (Mr. Hambro.) It would only he to their 
advantage t.o do so if they could get it into circulation ? 
^Qflrt.ainly. 

T . 


11,1(7. (Sir F. Mown If.) The Master of the Mint, 
in such a case, would have to make a closer examina- 
tion as to the necessities of trade than lie does at 
present ? — Yes. If the profit was to go outside the 
State, the State would have to look much more closely 
after tin*, requisitions made to it for more coinage. 

11,148. And that, if carried to any extent, might 
lead to something like friction between the Mint on 
the one side ami the banks applying for additional 
silver on t-lie other. I do not say it would lead to it, 
but it would operate in that direction ? — It might, 
yes. 

11,119. (Sir D. Barbour.) I think you said that 
the old legal standard of England was silver ? — Yes, 
originally. 

11,450. You are aware, no doubt, that gold coins 
also circulated as well as the silver coins ? — By 
degrees, yes. 

11,151. For a very long time? — Yes. 

11.452. And tiie ratio between the gold coins and 
the silver coins was fixed by the Government ?— Yes, 
it was fixed by a Proclamation, I think. 

11.453. (Sir F. Mo watt.) From time, to time ? — 
From time to time ; the rate varied. 

11.454. ( Sir D. Barbour.) Then, in the time of 
William III., the silver coins had fallen' into a very 
bad state ? — They had. 

1 1, 155. And then they were recalled, and good coins 
were issued ? — Yes. 

11,450. Now, you will recollect that at that time 
the guinea went up to a very high rate ? — Yes, I have 
referred to that already. 

11.457. It went as high as nearly 30.s\ ? — It went 
up to 30 s. 

11.458. And was gradually reduced by the Govern- 
ment by proclamation ? — In the first instance by 
legislation. 

11.459. And afterwards by proclamation; but the 
guinea was still over-valued as compared with the 
market price of gold ?■ — It was. 

11.460. The result of that was that the silver coins 
were exported and gold circulated in England ? — 
Yes. 

11.461. And that is liow we came to have a gold 
currency, although the legal standard was silver ? — 
That is so. 

11.462. That is how it came about ? — That is how 
it came about in the main. 

11.463. Now, you said that there had been one case 
of false coining in fairly good silver in this country, 
and in that case the coins were made by a die ? — 
Yes. 

11.464. They were stamped; they were not cast? 
— They were not cast. 

11.465. Have you seen any of those coins ? — They 
were seen by the gentleman who went up to give 
evidence from the Mint. 

11,460. Would it he easy to distinguish them from 
the genuine legal coins? — I think, to the ordinary 
person, they would be difficult to detect ; an expert in 
coinage might have -looked at one of these coins with 
suspicion, but the ordinary person would have ac- 
cepted it, and, as a matter of fact, a certain number 
of these coins went into circulation. 

11.467. (Sir. J. A fair.) Have you any idea how 
many went into circulation ? — I cannot tell you that 
exactly. 

11.468. Would it be large ? — Probably something 
over 20Z. in nominal value. 

11.469. (Sir A. .Dent.) As to your estimate of gold 
in circulation, 68 millions ; is that what is estimated 
to be in the people’s pockets, or does it include also 
the amount of sovereigns in the Bank of England and 
other banks? — We take the active gold circulation 
in the country at about 68 millions. Including Bank 
reserves, the whole amount may be 95 millions. The 
figures I first gave you were entirely for active cir- 
culation. They were calculated lor the purpose of 
ascertaining the amount of repair the coinage required. 

11.470. My point is that, for the purposes of this 
inquiry, and, I think, for ordinary commercial pur-. 
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poses, no distinction can be drawn between a sovereign 
that is in my pocket and a sovereign that is in the 
vaults of the Bank of England ; both are in circulation ? 
— Oh, yes, in that sense. 

11.471. I want the amount of gold coinage which 
there is outside the Mint in this country ? — Our 
estimate is 95,000,000/. 

11.472. (Si?- J. Muir.) You say it would be up- 
wards of 90 millions ? — 95 millions. 

11.473. (Sir A. Dent.) If you include the bullion 
in the Bank, it would be, perhaps, nearer 120 millions ? 
— I am not responsible for bullion ; that I cannot say 
anything about. 

11.474. (Mr. TIambro.) In the amount of silver 
that you say you coin every year, do you include the 
worn silver that you have? — It includes all our issue, 
whether from re* coinage or from bullion. 

14.475. (Mr. Le Mar chant) Are there any esti- 
mates of the relative volumes of gold and silver 
currency in 1798 as compared with the present day ? 
— Lord Liverpool estimated the silver currency in 
circulation at 3,960,000/., and the gold at 30,000,000/. 
as a maximum. 

11.476. With regard to the issue of silver coinage, 
do you observe that it varies with the course of 
trade ? If the in anu fae luring trade is busy and wages 
high, do you observe a greater demand ? — Yes, I 
should say that, when trade is active and there is more 
wage-paying, there is a larger demand for silver. 

11.477. Possibly that demand may not come so 
directly to the Mint if the Bank of England has 
accumulated silver returned to it from circulation ; it 
may thus have a store which would meet occasional 
demands to some extent? — I imagine that the Bank 
of England always has a store of silver, they sometimes 
have more than they want. 

11.478. Would you take it that the banking 
machinery in England is so far perfect that a redun- 
dancy of silver coins flows hack quickly through 
the hunks to the Bank of England ? — At certain 
seasons of the year I should say so, but it is rather a 
question for the Bank of England. I should ‘say that 
after Christmas, for instance, when there is generally 
a large issue of new silver, by the end of January or 
thereabouts, the Bank of England would probably 
have a great deal of the Christmas issue flowing back 
to it. But you can get that from the Bank. 

11.479. The question never arises of the Mint 
being asked to take silver hack ?— No, except worn 
silver ; but there is no obligation on the Mint to take 
that back. That is done without legal obligation, in 
order to keep up, you may say, the reputation of the 
coinage. 

11.480. (Mr. Holland.) In view of the increased 
profit which the Chancellor of the Exchequer now 
derives from the increased circulation of the silver 
coinage because of the present price of silver, I should 
like to ask you whether any attempt has at any time 
been made to stimulate the circulation of silver ? 
— I do not think the Chancellor of the Exchequer 
gets any increased profits through an increased circu- 
lation of silver resulting from the low price. 

11,181. But the Mint derives an increased profit, 
and that benefits the Chancellor of the Exchequer ? 
— Not, I think, from increased circulation owing to 
the low price, but from increased profit on the low 
price of silver, combined with increased circulation 
due to well-known causes. 

11.482. Of course, if the price of silver is low, that 
would be another factor of- the increased profit, but 
you are not aware pf any stimulus having been applied 
to increase the circulation ? — No, I am not. 

11.483. I suppose it is the Government who bear 
the loss on worn silver ? — Yes. 

11 484. Have you any evidence of the unpopularity 
of large silver coins in this country ? — I have heard 
individuals say that they do not like the five-shilling 
piece very much. 

li,485. And they refuse to take it ?— ‘There is no 
legal power to refuse it. 


11.486. But they avoid taking it ? — I think some 
people do, but that is a matter of individual taste. 

11.487. Do you think illicit coinage can be detected 
with certainty, when silver is used? — I cannot speak 
from experience in this country, because we have had, 
practically, no cases of it. We have had no experience 
of it, so I can hardly answer that. 

11.488. The use of pure silver would be likely to 
increase the difficulty of detection ? — That in itself 
would not he sufficient. There arc many other points 
to be taken into consideration besides the metal of 
which the coin is made. 

11.489. If the difficulty of detection were increased 
by the use of pure silver, is it not conceivable that the 
reduction in the number of convictions might have 
arisen from that cause — because of the increased 
difficulty of detection ? — I should say that the de- 
creased number of convictions had nothing to do with 
the use of silver at all, because we have had hardly any 
case where standard silver is used. The cases which 
the police have under their eye are cases of base 
metal. We have no reason to suppose that there is 
any amount of coinage in circulation which is com- 
posed of standard silver at all. There have been a 
great many stories in the papers as to silver coins 
being made abroad, and being imported into this 
country. The police have made enquiries, especially 
at the ports where they were supposed to have 
come in, and have been quite unable to trace anything 
of the kind. 

11.490. You gave us some instances of the fluctua- 
tions in the issue of silver coins, the lowest being in 
1889, and the highest in 1888 ? — 1889 was the first 
year that the Government undertook to pay the 
carriage of silver ; that was one reason why there was 
an unusually large amount sent out. 

11.491. You told us that, in your opinion, if the 
supply of silver coins should be restricted, there would 
be no difficulty in silver coinage being unlimited 
tender. If you restrict the supply, you may give 
unlimited tender to token coinage ? — I said I thought 
there was no reason, according to the question put to 
me, why, if the silver token coinage was carefully 
restricted, it should not be unlimited tender. 

11.492. Then, are we right in accepting it as your 
opinion that, in the case of token coinage, some limita- 
tion is necessary, either in the supply of coins on the 
one hand, or in the limit of tender on the other, and 
that either would effect the same object ?— ' Yes. . I 
should say you must have a restriction, otherwise 
you would come hack to the old bi-metallic system. 

11.493. (Mr. Hambro .) Do you always coin as 
many 10s. pieces as are asked for ? Are you bound to 
coin 10s. pieces ? — It is not stated in the Act that we 
should do so— the Act says “ Where any person brings 
“ to the Mint any gold bullion, such bullion shall be 
“ assayed and coined, and delivered out to such 
“ person without any charge,” &c. ; it does not 
specify either sovereigns or half-sovereigns ) but, as a 
matter of fact, we are generally rather shy of supplying 
half sovereigns if we can avoid it, because they are so 
much more expensive to keep in repair ; they wear 
so soon. 

11.494. It is not with the object of making more 
silver coins ?— Oh, no, that has never come into 
consideration when the Bank has asked us for half- 
sovereigns. 

1 1 .495. (Mr. Holland.) In the abstract of your pro- 
posed evidence which wa3 circulated to us, I find this : 
i6 Conditions under which sovereign are coined else- 
“ where than at the Boyal Mints in London.” I am not 
aware that you have told us what are the conditions 
under which sovereigns are coined in the Australian 
Mints? — The conditions are somewhat different. 
Here the Mint is open to gold free of all charge 
whatever. In the Australian Mints they have charges 
for coining, for assay, and refining charges. There 
are other differences between them and ourselves. 
They are not allowed to make their own dies. All 
the dies are made in this country. When worn out, 
we supply fresh ones. 
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11,490. So that the conditions for the coinage of 
gold are more favourable to the public here than in 
Australia ? — Yes. 

11.497. And notwithstanding that, you say that 
40 per cent, of the sovereigns in circulation here 
were coined at the Australian Mints ? — Yes. 

11.498. (Mr. Campbell.) With regard to the 
quantity of silver coined in the 10 years, the average of 
the two figures that you gave would be one and a half 
millions annually ? — Yes. 

11.499. May we take it that that is about the 
average ? — I should say it is rather above the average. 
I should think it would be nearer one million than 
one and a half millions. The average of the 10 
years I have mentioned is 1,189,000/. 

11.500. Then that includes coinage for Colonial 
use ? — Yes. 

11.501. Have you any record of how much of that 
represents coinage for the Colonies ? — We publish 
every year a statement of the amount that goes to the 
Colonies. I can put that in, if you like. 

11.502. I should like the amount coined for actual 
use in the United Kingdom, separate from the 
Colonies ? — I can easily give it you. You want me 
to confine it to the United Kingdom, and to leave out 
the Colonies altogether. 

11.503. Or you can tell us how much of that 
amount is for the Colonies, and we can make the 
calculation for ourselves? — The figure that I gave 
just now of 1,189,000/. as the average coined for the 
10 years does not quite correspond with the average 
amount issued , which was 1,192,000/., and of this 
287,000/. a year went to the Colonies. 

11.504. That leaves about 900,000/. a year for the 
United Kingdom ? — Yes. 

11.505. Now, as regards the difficulty of detecting 
illicit coins made of silver, could they not he detected 
by analysis ? — Undoubtedly. You can assay the coin 
and ascertain the composition of it ; and supposing 
it was made with a proportion of silver, you would 
tell that proportion by assay. 

11,500. Not only that, but, before coining, does not 
the Mint put. silver through some process to eliminate 
certain impurities in it ? — We simply buy our silver 
in the market and add the alloy to it. We buy it 
fine. 

11.507. {Sir F. Mowatt.) Is your alloy any secret ? 
— No. 

11.508. But is it known what it is? The people 
making the illicit coinage would know the alloy with 
which to mix their silver? — Undoubtedly. 

11.509. {Mr. Campbell .) The reason I asked was, 
that some of these cases of illicit coinage in India 
were said to have been detected by analysis, showing 
the presence of zinc in the coins, the inference being 
that the Bombay Mint took some step before coining 
to eliminate the zinc. I am told that the reason of 
eliminating the zinc is that the presence of zinc makes 
the silver more brittle and apt to crack. Is that so ? 
— Quite true. 

11.510. The process of coining illicit money out of 
silver would be a very expensive one, would it not — the 
apparatus would be very expensive ? — Certainly ; a 
press is a very expensive article. 

11.511. There is not only that, but there is the 
making of the dies? — Also the making of the dies. 
You want a good engraver — in fact, in this country 
it is probably a difficult thing to get a good engraver, 
because a good engraver would not be inclined to 
enter upon illicit practices of this sort; in any case 
you would have to pay him a good deal. 

11.512. And, as there is such expense and difficulty 
attending it, you would not expect to see much illicit 
coinage made of standard silver ? — No ; I think those 


considerations stand in the way of it a great deal. 
Of course, if you use steam machinery, it makes a good 
deal of noise ; the action of the machine in stamping 
the coin makes a great noise. This also deters persons 
from setting up a press. 

11.513. Now, the Government is not under legal 
obligation to convert silver back into gold ? — No. 

11.514. Silver is legal tender to the extent of forty 
shillings ? — Yes. 

11.515. But the Government is in no way bound to 
give gold in exchange for it? — Certainly not. 

11,510. (Sir F. Mowatt.) And never does? — No, 
except in the case of worn coin withdrawn from 
circulation in bulk. 

1 1.517. ( Sir J. Muir.) Suppose that standard silver 
such as you use were used by coiners, how would you 
discover that the coins were illicit ? — As I say, we have 
had no experience of it, so I cannot very well answer; 
but it is certain that in the form of the coin and the 
way that the dies are made, and so on, it will differ 
from the true coin. 

11.518. You might be able to do it; but over the 
country generally, the Banks of England, Scotland, 
and Ireland, how are they to discover whether it is 
illicit or not, if it is the same standard as your metal ? 
— I think an expert would find a flaw somewhere, in 
the milling, for instance. I do not say for a moment 
that the public might not be taken in, but I do not 
think that experts would, either at the Bank or at the 
Mint. 

11.519. You were to give us some information 
about “ countries which still retain silver inono- 
“ metallism or open tlieir mints to both gold and 
“ silver/’ What are the countries to which you 
refer as retaining silver ? — There are a few countries 
now on a silver basis, but these are not of the first 
importance. 

11.520. You refer to countries that open their 
mints to both gold and silver. Which are those ? — 
There are no bi-metallic countries which open their 
mints to gold and silver ; as far as I am aware, the 
only country which has its mints open to gold and 
silver is Mexico, but that is a monometallic country. 

11.521. That is the only one you know? — That is 
the only one I am aware of at the present moment. 

11.522. (Sir J ). Barbour.) Did I understand you 
to say, in answer to Mr. Holland, that in the case of 
subsidiary coinage it would be sufficient either to 
restrict the supply or to limit the amount of its legal 
tender ? — I said that, as far as you had a real restriction 
on your issue, I thought that would be sufficient. 

11.523. But you did not say that, not restricting 
the issue, but limiting the amount of legal tender, 
would be sufficient ? — I did not understand that I was 
asked that question. 

11.524. (Mr. Holland.) I put it to you that it was 
an alternative form of limitation ? — There are several 
forms of limitation. The limit of tender is one ; the 
limit of issue is another ; and so on. 

11.525. (Sir D. Barbour.) But what I wish to ask 
you is this : — is not the limitation of supply the essential 
limitation ? — I should say so. 

11.526. If the supply was unlimited, limiting the 
tender would only produce very great confusion ? 

(Chairman.) It would cease to be a token coinage 
if the mintage was unlimited. 

( Sir I). Barbour.) It would, but with a com- 
plication ? — If you limit the issue, it seems to me 
that you take an important step towards constituting 
a token coinage. 

11.527. That I do not object to, but do you say 
that, without limiting the supply, a mere limitation of 
the amount of legal tender would be sufficient ? — Oh, 
no ; I did not say that. 


[The witness withdrew.] 
Adjourned. 
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Mr. W. H. Holland. 

Mr. F. C. Le Marchant. 


Mr. Robert Chalmers, Secretary . 


Mr. Robert Barclay called and examined. 


11.528. (Sir F. Mowatt.) You are, I believe, the 
senior partner of Messrs. Robert Barclay & Co., of 
Manchester, and of Messrs. Barclay, Mackintosh 
<£ Co., of Buenos Ayres and Monte Video ? — I am. 

11.529. Besides River Plate business, your Man- 
chester firm also does a large business with India ? 

Yes. I may add that I resided in Buenos Ayres for 
13 years. 

11.530. Have you been resident in India at all ? 

Only as a visitor. 

11.531. But you have conducted, or been intimately 
acquainted with, the business of your Manchester firm 
with India ? — Yes ; for the last 20 years. 

11.532. You have also been, I think, for 15 years, 
a Director of the Manchester Chamber of Commerce, 
and you arc at present its President P — Yes. 

11.533. The main object of your appearance before 
us to-day is to support the resolution of the Man- 
chester Chamber of Commerce which Sir F. Forbes 
Adam has already put before us ? — That is my main 
purpose. 

1 1.534. That resolution it may be as well to read : — 
“ That it is neither possible nor expedient to 
“ establish a gold standard with a gold currency in 
“ India, under the peculiar financial relations and 
“ economic circumstances of the Dependency; and 
“ that, in the opinion of the Chamber, it would be 
“ well, in the interests of India, to adopt the principle 
“ that the mints should be re-opened to the coinage of 
“ silver, the time and conditions to be hereafter deter- 
“ mined. 53 Now, you say in your Memorandum that 
you object to the scheme of the Government of India, 
cr any similar scheme, for giving India a gold standard 
without a gold currency. Is that quite an accurate 
description of the proposal of the Government of India ? 
As I understand it, it did contemplate a gold currency. 
In paragraph 21 of their Despatch of the 3rd March, 
1898, the Government of India say : “ When we have 
“ reached the stage in question, the sovereign will be 

a recognised coin of the Empire — in use in its chief 
“ cities, at least ; and, as long as this condition can 
“ be maintained, the exchange will be stable at about 
ic 1 6d” I think the plan of the Indian Government 
contemplates that, by the removal of a certain amount 
of silver coinage, gold coinage would take its place ? 
— 1 do not believe it would. 

11.535. But it is only fair to the Indian Govern- 
ment to say that what you were just putting was not 
quite their theory. Now, will you tell us your 
reasons ? — I object to the Government scheme, or any 
similar scheme, for giving India a gold standard 
without a gold currency. 3. object also to any scheme 
which would contemplate both a gold standard and 
a gold currency, because I think it would be abso- 
lutely impossible to carry it out. 

11.536. Perhaps I may ask you at this point to 
indicate what you consider the main difficulties which 
would render that impossible ?' — In all trade with or 
between the natives even a few miles (Mr. Ralli said 

i Y 3514. 


20 miles) from the Presidency, nothing but silver 
rupees would be of any avail. Jt might be said that 
in time the natives would accept gold, but we have to 
remember the prejudices of the native, with his long 
traditional experiences of silver money. Even if the 
cost and other difficulties could be overcome, it would 
be in no sense a currency available or suitable for 
India as a whole. The Government scheme and the 
Lindsay scheme seem to me to be purely artificial, 
and exposed to many varying circumstances that 
might lead to their breakdown. 

11,537. It would be convenient to ask you to in- 
dicate the leading circumstances which you consider 
might lead to a breakdown of the Lindsay scheme ? — 
Without complete convertibility of the silver rupees 
into gold, there would be no assurance that the 
Government could maintain exchange at Is. 4 d. 
With liability to complete conversion, the burden 
upon the Indian Government would he enormous, and 
a concentration of demands for conversion, such as 
might arise at a time when there were small exports 
from India (from famine or other cause), plus a desire 
to withdraw capital from India, plus stringency in 
the European money markets, would cause a break- 
down. The Government scheme assumes (par. 23, 
Despatch cf 3rd March 1898) that India will always 
have, at least, such a volume of exports in favour of 
India as will pay for her imports, for interest on 
capital invested in India (that I believe is estimated 
at some 7,000,000/.), and the Government’s home 
requirements of 17,000,000/. to 18,000,000/. If the 
great body of practical commercial experience is right, 
as witnessed before this Committee, (and I agree with 
it), I believe this assumption is too sanguine, for India 
will be handicapped in her industries with China and 
all silver- using countries. I would add that in recent 
years the exchange rates have been greatly helped by 
fresh gold borrowings on the part of the Government. 
Also by some fresh investment of capital which has 
taken the form (1) of exports of silver to India, part 
of which, at least, has been used for monetary pur- 
poses ; (2) of leaving accumulated profits in India. 

11.538. \Yould you explain that ? Do you consider 
that part of the silver that has been imported into 
India since the closing of the mints has been used for 
monetary purposes ? — Yes. 

11.539. Has it found its way into the coinage? — 
Ho ; in bars. 

11.540. For purposes of barter? — Yes. Now the 
Government cannot always go on borrowing gold, and, 
unless the economic conditions of India appear favour- 
able, people will be indisposed to make fresh invest- 
ments in India. Again, if convertibility is undertaken, 
as it must be, and the natives, following the example of 
the Government, should prefer gold, they could at any 
moment break down the Government scheme if they 
demanded the conversion of the rupees they hold. Sir 
A. MacDonnell (Answer i 5769) says 75 per cent, of sav- 
ings are in coined rupees. The savings of the natives, 
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according to Mr. Harrison (Herschell Evidence, page 
.SOS), were Ex. 300,000,000, so, if Sir A. MacDonnell 
is right (which I doubt), they could demand 
Ex. 225,000,000 of gold from the Government. But at 
any rate, in the aggregate, they could demand a large 
sum. 

11.541. Practically, I may take it, you think con- 
vertibility would be essential, and any attempt to 
ensure convertibility might entail on the Government 
so enormous a demand for gold as to break down 
either the Lindsay scheme or the Government 
scheme ? — Exactly. Both of these schemes have been 
obviously conceived chiefly in view of the wants of 
the Indian Government, and they ignore, to a large 
extent, the interests of the people of India, and the 
immemorial monetary usages to which they have been 
accustomed. 

11.542. I do not want to press you upon that, but 
is that absolutely so ? Has not the Government, at 
all events, protested that its objects were greatly to 
assist the trade of India by creating confidence and 
keeping up the rupee at a price which would give 
confidence and attract gold ? — Their chief concern, as 
disclosed in their Despatches, is to secure and maintain 
a Is. Ad. rupee. And a leading ofiicial of the Finance 
Department of the Government of India has stated, in a 
document which has doubtless come under the notice 
of this Committee, that the main object of the pro- 
posals is to diminish the loss on the Government’s Home 
obligations. I refer to a statement by Mr. Atkinson, 
an ofiicial of the Indian Financial Department. 
He says : “ So far as the Government is concerned, 
u the main object of a gold standard for India is to 
“ obtain fixity of exchange for the rupee in its 
“ relation to the sovereign within defined limits, in 
u order to diminish, as far as possible, the loss 
“ on India’s gold obligations to England, while a 
“ minor benefit desired is to encourage capital to 
“ enter the country for permanent investment, and 
“ thus assist its development.” 

* 11,543. You do not put that forward as an ofiicial 
pronouncement of the Indian Government ? — Ho, 
that is based on the general tenor of the thing. 

11.514. That is a personal statement of an ofiicial 
connected with the Accounts Department, but it does 
not profess to be a pronouncement of the Indian Go- 
vernment ? — Quite so. It is not put forward as an 
official paper, but it seems in an official form. 

(Mr. (/Conor.) It is absolutely unofficial. 

11.515. (Sir F. Mowatt.) However, you put it 
forward for what it is worth ? — Quite so. It is a 
mistake to link the maintenance of the standard of 
value of India, or of any country, with the incidental 
and varying circumstances of exchange, or that this 
should depend upon the action of the Government 
in controlling the currency, by operating in ex- 
change. The currency should be automatic, as it 
was before the closing of the mints, not depending 
in any degree upon the action of the Government. 
Let us suppose that the Indian debt was altogether 
an internal debt, and that the obligations in con- 
nexion with it, in common with the other debts of 
the Government, were payable in India in rupees, 
just as the English Government .pays all its debts 
in England in sterling. This would not affect the 
balance of trade. The country would still have as 
much of its productions to export, and as much 
of the productions of other countries to import. If 
more were exported thain imported, the balance of 
indebtedness would be in favour of India. If the 
reverse, the balance of indebtedness would be 
against India. ’At this point India formerly, with 
her automatic silver currency, could always adjust 
her balances. The balance, which was usually in 
favour of India, was adjusted by imports of silver, 
which, with open mints, laid down rupees in India 
at a lower rate than that ruling for bills, 1 thus 
equalising the rates. 

11,546. You will pardon my pointing out to you 
that that argument is founded on the assumption that 
the Indian debt is an internal debt ; unfortunately, as a 


matter of fact, it is not ? — This is not an argument, 
I am putting this down as a statement. I wanted 
first of all to clear up this matter of the balance of 
trade ; I will come to the argument presently. If 
• India had' had an adverse balance of trade to liquidate 
and the exchange rate fell, owing to the demand for 
remittance bills being more than the supply, then the 
adjusting process would have been to export silver 
rupees, and in the old time, with a steady ratio 
between silver and gold, this process, as wolf as the 
contra process, which generally fell to be pursued, 
would have limited the variation of exchange rate to 
the cost and charges of exporting or importing the 
monetary metal. 

11.547. What is the period in which you consider 
that the ratio between silver and gold was steady ? — j 
mean before the disturbance began in 1875. 

11.548. Before 1875 ? — Before 1875. As banks 
began to enterupon exchange business, they discharged 
a very useful function in equalising exchange rates over 
the dull season for exports, and otherwise serving the 
interests both of exporters and importers. The 
peculiar position of matters also, since the time when, 
as indicated by your first witness Sir James Mackav, 
Indian troubles as regards exchange first began — say, in 
1875 — (that is the practical year ; Sir James gives an 
earlier date), quickly developed a new and important 
feature in the operations of the exchange banks in the 
business of fixing and securing the rate of exchange 
for forward transactions. The system of telegraphic 
transfers in place of bills has also been an important 
development. I have referred to these matters 
because the action of the Indian Government in 
selling council drafts, and the action of the exchange 
banks in buying those drafts for the legitimate 
purposes of their business, are so mixed up with the 
matter of exchange as based on the exports and 
imports of the country, that I think it is well to keep, 
the bare substratum of importing and exporting, ami 
the minimum of bill transactions or transfers necessary 
in connexion with it, clearly before the mind. 
Exchange banks, as commerce developes, will always 
1)0 necessary in connexion with foreign business, and 
foreign governments who have debts to discharge will 
always have to remit or be drawn upon ; but, beyond 
providing for their outside obligations, there should 
be no interference on the part of the Indian Govern- 
ment with exchange. 

11.549. I will ask you one question upon that. I 
do not understand you to contend that the Indian 
Government may not properly either get the best 
price for their bills or hold them back till the proper 
time ? — What I mean is this : I have had experience 
of countries where this is done, and all the opera- 
tions of exchange were done through brokers who 
were sellers of bills and buyers of bills. Any 
attempt to sustain exchange when it is tending 
downwards, by the Government manipulating Council 
bills or otherwise, is a most dangerous interference. 
It may seem only an equalising adjustment, to tide 
over a passing depression ; but the mere fact of the 
Government becoming an operator may bring new 
factors into play, and unforeseen consequences might 
result, as it would serve as a pivot round which 
speculation might play. I saw this result in Buenos 
Ayres at the end of the year 1884:. For a few years, 
the paper currency there had been convertible into 
gold at par, and, as the course of the European 
exchanges Was revealing the danger of convertibility 
being lost, the Government determined that n would 
sustain the European exchanges by : selling bills 
against the large credits in Europe which* it then had. 
The process went on in the months of November and 
December 1884. The Government, chiefly through 
the National Bank, became a taker and seller of bills ; 
but the demand upon it as a seller was insatiable. 
The whole commercial world of Buenos Ayres wanted 
to remit, for most people - saw, in ; spite of the 
protestations of the Finance .‘Minister, that forced 
currency would come, and, besides funds falling to be 
remitted in ordinary course, borrowed every dollar 
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they could, so as to save themselves, as far as 
possible, when the crash came ; and it did come early 
in January 1885, when a decree giving forced 
currency to the paper money came out, and a 
premium on gold of about 25 per cent, was 
immediately demanded, and exchange, which, while 
the Government had been selling, had been at 47 ^d., 
also fell to about 38a 7 . 

11,550. What is your opinion as. to the effect 
of withholding the sale of the Indian Council 
Bills which was tried < luring the six months of 
1893, for the purpose, as you contend, I think, of 
sustaining exchange rates ? — I was then concerned, 
with some other people, about the peculiar results of 
the action of the Government at that time, such as 
the falling off of shipments of produce from India, and 
I thought it out, and the following is the process bv 
which I arrived at a conclusion. I formulated it in 
my own mind in this way : (1) Keep in view that 
all funds or floating capital in bank balances must 
have a tangible embodiment somewhere in material 
things. 

11,551- Must that necessarily be so? — Necessarily. 

11.552. If you say that such funds give a power to 
purchase things, I understand it ; but that is not the 
same as being “a tangible embodiment ” ? — With 
regard to all balances, there must be something 
behind them to come at, unless you have bogus bills. 

11.553. Is it not that such funds have the power of 
commanding goods ? Are they an embodiment of 
those goods ? — There are two things referred to. I 
am referring to the fund afterwards. This is the 
proposition that I want to be kept in view. 

11.554. I only want to get at what your view is ? — 
Just so. (2) The fund in India which meets the 
Council drafts is the result of taxation. (3) The 
taxation is paid by the people out of the money 
they get for their crops. (4) That money has its 
tangible equivalent in a certain quantity of produce. 

11.555. Again, I accept that from you, but that is 
merely your own statement ? — Yes. (5) Its reten- 
tion in India has just the same effect as the holding 
back of so much produce. (6) When, the Council 
drafts against it arc sold, the right of the Govern- 
ment, to the produce 1 , which that money fund 
represented is surrendered to the buyer of the 
bills, and it is shipped. 

11.556. That is, the produce is shipped? — The 
produce is shipped. The problem I had to solve was, 
Why is this produce held back ? And this is the way I 
solved it. The matter will be still clearer if we 
eliminate money altogether,, and suppose that the 
taxes are paid in produce. 

11.557. There, again, I must call your attention to 
the fact that they are not paid in produce, which 
appears to make a considerable difference ? — What 
is the ryot paid in, where does he get his money ? 
From his crops. I am making a supposition. I say, 
if we eliminate money altogether, and suppose that 
the taxes are paid in produce, if the Government 
retained that produce and stored it up in India, it 
would not, of course, appear in the exports ; hut, if 
the Government exported it, and from the proceeds, 
when sold in England, paid its debts there, it would 
mean the same thing as the sale of Council drafts. 

11.558. But that, again, would eliminate all ques- 
tion of currency ?— I am simply telling you my 
solution of the problem. The avowed methods by 
which the exchange rate proposed is to be secured 
are not only bad in these ways, but also objectionable 
in the incidence of their operation. . To contract the 
currency of a country with the view of reaching or 
maintaining a given foreign exchange rate is not a 
thing which the Government of any European 
country with a sound currency would ever contem- 
plate. 

11.559. A sound currency in Europe would be a 
gold currency ? — Yes, or it might be, as in France, a 
bi-metallic currency. Of course they have gold there 
chiefly, hut I am referring to any sound currency. 


11.560. One effect of that being in gold would be 
that gold would flow very readily both in and out, 
in accordance with the demands of the moment in 
Europe? — Yes. it is only in connexion with in- 
convertible paper currency depreciated through over- 
issues that hucii operations are ever conceived. 

11.561. Would you say that it would be equally 
true with an inconvertible silver currency depreciated 
through over-issues ? — Of course it would be just the 
same thing, if it were that. And to regard com- 
placently the carrying out of such arrangements with 
regard to the silver money of India shows that the 
authors of the Government proposals now regard that 
money in the same light as a forced paper currency. 
If it really is so, it is a sad consummation quickly 
reached of the policy of closing the mints ; and, if the 
natives of India came to believe that the silver money 
of India had been reduced to exactly the same position 
as the paper money, of which they are still so 
sceptical, and that paper notes of no intrinsic value 
might be silently substituted for it, it might be serious 
indeed, and they would be inclined to believe the 
agitators who are even now telling them that these 
changes are a device of the Sircar for robbing them 
of tlieir silver money. 

11.562. The issue of notes in lieu of rupees and the 
withdrawal of rupees for that issue are not a part of the 
Indian Government’s scheme ? — No, but we know that 
the power is there now, and they are very jealous of it. 
But it is not the same thing as an inconvertible paper 
currency. The position of silver in India, as a tiling of 
value intrinsically, is still something essentially different 
from the position of paper money in a country where 
it has forced circulation, and the matter of redundancy 
or scarcity can only be gauged in an entirely different 
way. The quantity of paper money in circulation in 
forced paper countries can be exactly measured. The 
quantity of silver money and potential money in 
uncoined silver in India, with all deference for those 
who have given estimates, I think, cannot be 
measured. 

11.563. You speak ol‘ uncoined money in India 
now as “ potential money but, since the closing of 
the mints, it is hardly potential money now, is it r — 
It was potential money. The natives formerly used 
their ornaments for money. It was potential money 
formerly. 

11.564. You mean, used them in the sense of 
currency ? — They went and had them converted into 
currency. They were potential money, just as I 
would say that gold bars are potential money. It is 
in that sense. 

1 1.565. But since 1893 they cannot so convert them ? 
— No, that is the real difficulty ; but still the tradition 
holds in the country. The quantitative theory, as re- 
gards forced paper currency, is simple ; and, if contrac- 
tion is desired, so as to give increased value to the notes, 
it is quickly attained by withdrawing and burning so 
many of the notes. In the case of the silver money 
of India, however, the facts of the case, as to whether 
there is actual scarcity or redundancy of the currency, 
are, first of all, much more difficult to judge, in view 
of the habits of the people with regard to silver and 
silver money ; and it is the entire area of India, with 
all the innumerable channels through which silver 
percolates, and not the mere pressure at the ports, that 
must be kept in view. The operation of artificial 
expedients, intended to produce either scarcity or 
redundancy might, I think, readily fail in their 
intended effects, and very likely produce evil con- 
sequences in other directions. I think the conflicting 
evidence of experts whom you have examined on the 
question of redundancy and scarcity is due to these 
difficulties. The concrete case of a forced paper 
currency was, perhaps, before the minds of some of 
them ; but the silver money of India is a very 
different thing, with the vast area over which it 
works, and its intimate identification with the saving 
habits of the 300,000,000 of its people, and theories 
applicable in the one case cannot he applied in the 
other. The system which prevailed before the closing 
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Mr. of the mints suited India admirably. In the imports 
R. Barclay. 0 f silver she got what she wanted in liquidation of 

the balance of "trade, and a large portion of this silver, 

i i Jan. 189 9. was a n a t first minted, remained in the cur- 

rency, but no more than was necessary to meet the 
^rowing wants of an increasing population, and an 
ever expanding trade. Many circumstances at 
the time prevented the effects of the change from 
being seen, but latterly, and especially during last 
produce season, the results have been painfully visible, 
not only in the high rates for money which prevailed 
for an unprecedentedly long period, but also in the 
practical impossibility of obtaining it for purposes of 
trade ; and 1 think it is the crying want of India that 
this state of matters should be rectified by a reversion 
to the old system, rather than aggravated, as it would 
be, by the Government scheme. 

11.566. I understand that you consider that 
the high rates for money which prevailed for an 
unpleasantly long period, and the practical impos- 
sibility of obtaining it for every purpose of trade, were 
the result of the system which had curtailed the 
currency of the country ? — Exactly. 

11.567. And that curtailed currency found a neces- 
sary result in the high rate of discount and the 
impossibility of borrowing ? — Yes. 

1 1.568. Now that curtailment of currency still 
remains, — to a certain extent intensified by the wear 
and tear of the silver?— Yes, and there is not the 
addition going on. 

11,560. Therefore, one would have expected that, if 
tha.t was the inevitable result of that system, the 
result would be intensified in the present season ? — 
Yes. 

11.570. That is not the case, I think, is it? — It is 
only begiuning yet. Already it is advancing. 

11.571. Do you recollect the rates of discount which 
were charged during these months of last year ? They 
were about 11 per cent., I think. Now, I under- 
star d, they are 6 or 7. If that was the inevitable 
result last year, it should have followed, should it 
not, that it would be intensified this year? — Not 
necessarily. There are a great many considerations 
that come into play — the famine and the immense area 
of India.. 

11.572. (Chairman.) Come into play, do you mean, 
this year or last year ? — I mean always. 

11.573. Then the force of your proceeding argu- 
ment is subject to that ? — Quite so. 

11.574. (Sir F. Moioatt.) I wanted to get that 
clear, because it is rather au important point with us. 
You do not, as I understand, attribute the rise in the 
rate and the impossibility of borrowing solely to 
the system of curtailing the currency. Many other 
considerations come into play ? — I was referring to 
its affecting current rates in India. As regards the 
proposal of the Indian Government, the advantage to 
India of a steady exchange in giving confidence to 
foreign capitalists and security for investments would 
no doubt be very great, but confidence would not be 
obtained if a Is. 4 d. rupee were sought to be 
established in the way proposed. There must be, not 
only the visible fact of a steady rate for some time, 
but also confidence in its maintenance ; and, although 
the rate kept steady for a time, if it were seen that 
this was only secured by constant effort and manipula- 
tion on the part of the Government, confidence, I 
think, would not grow. 

11.575. There again I should like to ask you this, 
because it is rather a crucial point. The two condi- 
tions are, first, that the rupee should be maintained for 
a considerable time at a fixed rate, and, secondly, that 
there should be confidence that the Government would 
be able to maintain that rate. As regards the first 
condition, do you accept it that the rupee has now 
for nearly 18 months been at or about Is. 4 d. ? — 
Yes. 

11.576. Therefore, the remaining condition to make 
the change possible is that there should be confidence 
in the Government's power to maintain it ? — Quite 
so. 


11.577. Would you say that, the longer the rupee 
is maintained at that rate, the greater would be the 
confidence that they would succeed in maintaining ifc 
permanently ? — Yes, decidedly. But a rate artificially 
maintained in the .wav proposed is a very different 
thing from what a steady rate resting on an automatic 
currency would be. I am drawing a comparison 
between a rate which is always looked after and seen 
to be maintained, and one which would be automatic. 
The evidence taken before the Committee, as far as 
it has been published, shows that the majority of the 
witnesses, including many who now favour a gold 
standard, regret that the mints were closed. () ur 
Manchester Chamber did its utmost- in opposing t-ho 
action taken in 1893, and now thinks that there 
is no way in which matters can be put right per- 
manently but by undoing v/liat was then done, and, as 
a first step, deciding that the mints should he re- 
opened to the coinage of silver as formerly. 

11.578. 1 understand that you recognise that some 
of those who in 1893 thought that the mints should 
not be closed have so far changed their opinion that 
they think that under the existing circumstances it 
would not be wise to go back and reopen the mints? 
— Quite so. 

11.579. (Chairman.) But that is not. the opinion 
of the Manchester Chamber of Commerce ? — No. 

11.580. The Manchester Chamber of Commerce 
still adheres to its opinion that the mints should he 
reopened ? — Yes. We consider that a grievous 
injustice was done to the. people of 1 udia when the 
mints were closed. The functions of silver in India 
were, and still arc, of a. unique character, and the 
standard silver money of India was far more to the 
people of India than the standard money of European 
countries is to their peoples. In a, fully developed 
country such as England, credit money in bills and 
all the appliances of modern commercial life conic in 
1o facilitate the transference of commodities and pro- 
perty in whatever form they may exist, and in the 
international trade of India those, devices also come 
into play. But in the vast internal trade of India, 
which is of infinitely greater extent, they are almost, 
if not altogether, absent ; money in the. primary form 
of coin of intrinsic value serving all the. purpose of 
trade, both as medium of exchange, and standard of 
value. Up to the closing of the mints, as regards its 
internal trade, India was admirably served by its 
silver money. It was automatic currency, and a true 
measure of value. The people of India bad un- 
bounded confidence in it. They hoarded it in coin, 
and converted it into ornaments, not, 1 believe, so 
much for display, as for security in preserving what 
was to them their liquid capital, for the ornaments 
could always be readily converted into coin as long as 
the mints were open. 

11.581. (Sir F. Mo watt.) You said first, of all that 
the closing of the mints acted as an injustice, to the 
people who hoarded coin and ornaments, and you say 
that they hoarded their ornaments, not as ornaments 
so much, but as practically a deposit in the savings 
banks ? — Yes. 

11.582. Upon that I suggest to you that, when they 
could hoard coin or buy silver, and change it into 
ornaments, if their purpose was to hoard as a matter 
of saving, the coin was a much simpler way of doing 
it. Therefore, 1 suggest to you that they bought 
ornaments really as European ladies buy ornaments, 
because they liked them?— I believe differently. I 
think the main object of so many ornaments in a 
family was to have the silver to keep. 

11.583. In preference to the rupee? — Oh, yes. It 
goes back to very ancient times, when India was very 
much convulsed with frequent wars, and the people 
were always in terror of being pillaged. I believe a 
great deal of the hoarding of ornaments in India had 
its origin in the custom of the people keeping silver 
about them, so that they could use ifc when quiet 
times returned. In that way they got into the habit 
of burying it, and the money in form of ornaments 
they had about them was more easily carried. 
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1 1.584. And more easily pillaged ? — Yes, but of 
course they would try to get off in time. 

11.585. Now one other question about that. You 
alluded to the evidence given by Sir Antony 
MacDonnell, to the effect that the hoarding in coin 
was considerably more than the amount hoarded in 
ornaments, and I think you founded an argument 
upon that? — Yes. 

11.586. I suggest to you that, if the rupees are 
hoarded when they are below Is. 4 d., then, when the 
Government forces the rupee up to Is. 4:d., it makes 
the hoarder very much richer instead of very much 
poorer? — Possibly he got these rupees when the 
rupee was of a very different value altogether. They 
may be very old hoards upon which the loss is 
made. 

11.587. ( Chairman .) But what you are asked is, 
is not the raising of the rate a benefit to the hoarder ? 
— So far, yes. 

11.588. Do you say that it is an injustice to the 
people of India ? — I did not quite endorse the opinion 
expressed by Sir Antony MacDonnell. 

11.589. (Sir F Mowatt.) If he is right in saying 
that, on an average, two rupees are hoarded for every 
one ornament representing a rupee in amount of 
silver, then any course which raises the rupee from 
10 d. to Is. 4 d. has put that hoarder in a much better 
position than if it had been allowed to fall to 10c?. ? — 
Yes ; that is so far as the gold measure is concerned, 
apart from the value of it. 

11.590. If a man has hoarded a rupee which would 
have fallen to 10c/., and he now gets a rupee that 
is worth 1,?. 4c/., he is no poorer. I will not put it 
higher than that, if you like ? — Just so. As regards 
hoarding ornaments, my belief is that it is a loss to the 
natives ; that they have suffered from that. There 
is no doubt that they cannot get the same money for 
these ornaments that they formerly could get. 

11.591. As to that, I should like to draw your 
attention to a question and answer given by Mr. 
Cheetlmm, who was here arguing in favour of the 
reopening of the mints. I am reading from Question 
8809 : “ If it is impossible almost to get rupees now, 
“ how could you expect to draw, say, 300,000,000 of 
“ rupees from the currency in order to draft away the 
a Government gold ? — (-4.) Because at the back of the 
“ currency in circulation is an unknown hoard of 
“ rupees. In the evidence of Sir Antony MacDonnell 
“ he says that the great bulk of the savings of the 
a people of India are in rupees, and not in ornaments. 
“ That coincides with independent evidence that I have 
<•' got ; I must say that it was a great surprise tome to 
“ hear it.” Now will you proceed ?— * No doubt the 
basis of international trade with gold standard coun- 
tries had been seriously upset ever since the year 1875, 
and there was danger both to the Government and 
ultimately to the people of India in the uncertain 
relation of silver to gold that resulted after the closing 
of the French Mints, which up to then had maintained 
an even parity of value between gold and silver. Up 
till 1893, however, this aspect of the question had not 
forced itself upon the vast mass of the natives of India. 
They had their immemorial money in the form of 
silver rupees, which they could hoard or melt and re- 
convert, and in this tangible form the millions of poor 
peasants could see and make sure of the liquid capital 
in money which they possessed. The people generally 
did not at once realise the importance of the change 
in the monetary conditions throughout India which 
the closing of the Indian mints brought about. The 
millions of peasants were not in the habit of resorting 
directly to the Government mints to get their bangles 
coined; they went to the silversmiths, and, as their 
needs led them to go there to get rupees for silver 
ornaments, they found after 1893 that the conditions 
under which the silversmiths could buy them were 
altogether different from formerly, and they could not 
get more than half or two-thirds of their former value 
in relation to rupees. The converting of rupees into 
ornaments, along with the practice of hoarding coin, 
was much the same as the depositing of small savings 


in banks by the people of this country ; and we can 
realise in some measure what the closing of the mints 
must have been in this respect to the peasantry of 
India if we suppose that, by an arbitrary decree, the 
English Government were to confiscate one half of a 
large portion of the savings which the working classes 
had in the Savings Banks. 

11.592. I suggest to you that, on the view I have 
been mentioning, you must put it, “ if we suppose 
“ that by an arbitrary decree the English Government 
cc were to add about one-third to the large portion of 
“ their savings which the working classes of England 
“ had in the savings hanks 5 ’ ? — No, no. 

11.593. If the hoarding in rupees is twice as much 

as the hoarding in ornaments ? — I say a large 

portion ; I have guarded my language there. 

11.594. I am suggesting to you that, if the hoarding 
in rupees is twice as much as the hoarding in 
ornaments, and if any action of the Government halves 
the value of the ornaments and doubles the value of 
the hoarded rupees, then the action of the Government 
would be to add about one -third to the large portion 
of their savings which the working classes have in the 
savings banks ? — Well, you may put it in that way, if 
you like ; but, as I have already said, that is looking 
at the coined rupees from the point of view of their 
gold value, which does not affect my contention. 

11.595. I only ask you the question ? — The point I 
have chiefiv in view is with regard to the ornaments. 

11.596. (Sir J. Muir.) I think Mr. Barclay does 
not acknowledge that the rupees exceed the ornaments 
to the extent you indicate. 

( Witness .) I think the evidence altogether with 
regard to quantity is very vague. I have letters from 
people who have written to me privately about it, 
putting the quantities very much higher. 

11.597. (Chairman.) By the step the Government 
have taken they have made what was worth a little 
more than Is. worth now Is. 4 d. Now, do you 
say that the analogous ease in this country would 
be a proposal on the part of Parliament to con- 
fiscate one half of the savings which the working 
classes have in the savings banks ? — When the natives 
go to the silversmith to get nq^ees for their ornaments, 
they only get a half, in consequence of the action of 
the Government. I am not referring simply to this 
action, but to the closing of the mints as well. The 
effort of the Government in stopping the sale of 
Council drafts was to maintain a rate of Is. 3 d. or 
nearly Is. 4 d.; it did not go to Is. for some time 
afterwards. The closing of mints found the rupee 
very much of the same value as it is at this moment, 

I think. The price of silver on the 2nd June 1893 
was 38d., and that is about Is. 3d. for the rupee. 

11.598. Now, will you proceed? — While the 
peasants were in the habit of dealing with their 
saviugs in this wav, the better classes in all the towns 
and cities, who also wear large quantities of silver 
ornaments, would be similarly affected as regards 
these, and the native bankers iu the vast ramifications 
of their business, in which uncoined silver would no 
doubt play an important part, must have been 
seriously affected by the Government fiat which 
closed the mints. In the nature of things, apart from 
direct proof of discontent having been engendered, 
which I am sure an impartial commission of inquiry 
in India would bring out, it would be contrary to 
human nature that the natives should remain unmoved 
by circumstances so generally affecting them as those 
which resulted from the closing of the mints. And 
now that further developments of the same arbitrary 
action are proposed, which may ultimately lead to 
further interference with, and degradation of, the 
silver which they have been so long accustomed to, 
and which was so much to them in all their dealings, 
it is in the highest degree necessary to pause and 
beware of the evil consequences that may ensue. 
We know how careful we have to be in India with, 
regard to all the religious and caste scruples of the 
people. If their religion stands first in their regard, 
certainly their silver money apd their usages in 
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connexion with it stand second ; and if, as I have seen 
it stated, they are getting the idea that the Sircar or 
Government is seeking through the legislation to rob 
them of their silver, the consequences might be very 
serious indeed. I have referred to the native bankers, 
as well as to the mass of the natives generally, who 
are interested in this question. I would respectfully 
point out that, as the Government of India does not 
include any form of popular representation, those 
classes must look to this Committee to safeguard their 
interests. I may also refer to the statements that 
have appeared in the Indian newspapers, to the effect 
that some of the most important of the Maharajahs 
of the Native States and their finance ministers are 
deeply concerned at the effects of the closing of the 
Indian mints. It was reported that these States had 
proposed to have a conference among themselves to 
consider the question, but that the Indian Govern- 
ment through the Residents had dissuaded them from 
this. If it be so, there is all the more reason that any 
views on the subject which these Maharajahs, or 
their finance ministers, may entertain, should be fully 
considered, and that the people of England should 
know what is the independent opinion of these 
rulers. These native States embrace a population 
of about 70,000,000 people. Some of them have 
both mints and coinage of their own ; others have 
also special coinage, though the coins employed are 
minted by the Indian Government. I have no doubt 
that, in view of these arrangements, the Government 
must have had some communication with them about 
this matter, and the public relies upon this Committee 
seeing that the interests and wishes of these States 
have the consideration to which they are entitled, 
I may say that general ideas such as I have now 
expressed were strongly in the minds of the Man- 
chester Chamber’s members when it disapproved the 
closing of the mints in 1893, and we are confirmed 
by what has happened since in the view then taken. 
I believe that the only way out of the difficulties in 
which the Indian Government and the Indian people 
find themselves, as the result of the action then taken, 
is to abandon the idea of a gold standard for India, 
and, as a first step, to decide tlmt the minis should be 
reopened. In my opinion, what the situation demands 
is a solution that will give India automatic silver 
money, in order : — 

1. That the supply may be adequate for its growing 

industrial and commercial needs. 

2. That its standard should be the same as other 

silver countries, so that there should be no 
monetary advantage in favour of China or other 
eastern competitors. 

3. That the habits of the people in connexion with 

their silver money should not be interfered 
with, and the loss which they at present make 
in reconverting ornaments into rupees should 
be obviated. 

It is necessary that there should also be : — 

4. A fixed par relation between the silver money of 

India and European countries such as the 
Indian Government aims at. 

While I object to the mode in which the Indian 
Government seeks to cany this out, I quite sym- 
pathise with it in its desire to accomplish this object, 
both for its own special advantage as a large remitter 
of funds to England, and also for the other commercial 
advantages that a steady l.v. 4 d. rupee would give. 
The Government of India, judging from its despatches, 
concentrates its attention upon these advantages ; but 
the advantages of an automatic silver currency which 
I have just named are no less important (I would say 
much more important and absolutely necessary), and, if 
a scheme could be carried through that would combine 
both, it would surely be much better for all. The 
difficulty in the way is the present divergence between 
the gold value of the rupee and its metallic value, but 
I believe that, if India decided that the mints should 
' be reopened, forces would come into play that would 
greatly affect silver in the way of making its gold 
'value approximate to that of the rupee. Until the 


Indian mints were closed, silver had never fallen below 
38<7. per oz., and I think there* is every reason to 
believe that the mere decision to reopen them would 
have a great effect upon the present gold value of 
silver. "’There is every prospect- of an increasing 
demand in connexion with the opening up of China, and 
also of Africa, and, if concurrent mintage by tin* United 
States on the basis of 42ff. per oz. or l.v. 1 d. per rupee 
could be secured as indicated by Sir Forbes Adam, a. 
stable arrangement, suitable for all the wants of India, 
both as regards the Government and her internal and 
external trade, might be established. If this Com- 
mittee will recommend such a, mode of settlement, 
1 believe that such concurrent mintage could Ik* 
arranged. 

11,599. Ton say that this measure will he 
unpopular in India, and you think that there would 
be a general feeding against a gold standard and a 
gold currency in India. Are you aware that 
resolutions have been sent bourn many years age in 
favour of a gold currency, and that the Eongnl 
Chamber of Commerce* declared Ilnur opinion that 
a gold standard was almost universally admitted to Ik* 
a positive benefit to India, and that a. Commission 
was appointed, and that that Commission took a very 
wide range of evidence, and reported that the evidence 
that they had taken unanimously proved the demand 
for a gold currency ? — I know there were several 
tilings of that sort, but there were also specific repre- 
sentations made by the Indian Government urging a. 
bi-metallic arrangement. 

11, GOO. I mean apart from the bi-metallic question? 
— Oh, yes, then* was what, you say. 

1 1 .601. ( Sir J. Muir.) 1 have* one or two questions 
that I should like to put to you regarding the evidence 
that you have given ; but, before going to that, 1 would 
like to call your attention to a. memorial that was scut 
out by certain firms in Glasgow. Ton haw* had a. 
long connexion with Glasgow in former years, have 
you not? — Yes. 

11.602. So that you know these linns that. I am 
going to name to you in a moment. These people 
profess to be doing a considerable business in India, 
and they put in a. clause in which they say (bat. (hey, 
as exporters to India, have as good a right to hr heard 
as the people in India. Now, 1-lie first, name on that 
list is J. <& W. Campbell. That is it linn you know 
very well ? — Yes. 

11.603. What is their business ? — It is a very large 
home trade house. I do not think that they do very 
much foreign trade ; they had not in my days, when I 
knew Glasgow, any foreign trade at all. 

11.604. Their connexion with India was on quite a 
moderate scale, but they are a leading house in 
Glasgow as a large wholesale house ? — Yes. 

11.605. Now, as to the clauses of your evidence to 
which the Chairman has specially directed your 
attention, I fancy you may have some information in 
addition to what you have given us. You say : “ I 
u may also refer to the statements that have appeared 
“ in the Indian newspapers ” as to the. effect of the 
closing of the mints. Have you any information that 
you can give us as to the feeding of the natives ? 
Have you any facts that you can put before us as to 
the feeling of these Elijahs and Maharajahs that, you 
refer to ? — Nothing that .1 could put in a definite way 
before you, but friends in India whose veracity I can 
rely upon have written me informing me that such is 
the fact, and the fact was also referred to in an article 
in the Times ” of August 3, 1898, which I will read, 
if desired. The political dangers involved by causing 
dissatisfaction at the Courts of the Native IT ii ices and 
amongst the people of India need no words from me 
to emphasise it. And I would respectfully urge this 
Committee to take the practical certainty of such 
dissatisfaction into consideration, and- not to rely upon 
such information as may be received by the Govern- 
ment of India on the subject, and communicated to 
this Committee. In the nature of the ease, the 
officials of the Government of India, for whom 1 have 
the highest esteem, are the last people t.o whom the 
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natives wVmlrl air such grievances. It is notorious 
that at tin; time of the Mutiny the official class 
were in entire ignorance of any danger, and, indeed, 
pooh-pooh Yd any idea of it. 

11.606. I should like to hear the remarks of t!.o 
“ Times” to which you refer ? — This is in an article 
under the title of “ Indian Affairs ” in the ** Times ” 
of August 3, 1898. It is headed “ The Currency 
Question from a Native Financier’s Point of View.” Ci A 
“ significant movement is taking place in the Native 
“ States with regard to the currency question. The 
C£ Cliiefs realise that, as holders of the largest silver 
“ hoards in India, they are deeply interested in a 
t£ measure which has reduced by one-third the rupee 
“ value of their bullion. The financial adviser of a great 
“ Feudatory is said to have sounded the Ministers of 
“ other States as to the feasibility of a Joint 
“ Committee to inquire ‘ how far it affected their 
“ peoples ” and to have asked qualified persons living 
“ in British territory whether they would consent to 
“ serve on it. The project hung fire, but it is now 
c: being urged in the Native Press.” It then goes in 
some detail into other things. 

11.607. (Sir C. Croat hwaitc.) Is that a leading 
article ? — No ; it is in the article on “ Indian Affairs.” 
It is one of a series of articles always appearing. The 
writer is very well known as an Indian authority. 

11.608. (Chairman.) He says, “the project hung 
fire ” ? — Ye?, the inference is that the Residents 
objected to it. 

11.609. (Sir F . Mo-watt?) The inference is ? — And 
the knowledge privately is. 

11.610. (Sir Muir.) Information could be got, 
I suppose, by this Committee as to whether or not the 
Residents at these Native States had instructions to 
act in that way ? — I believe the only way in which 
you would get it would be by a Commission out there. 

11.611. You snv that the silver money of India is 
more to her people than the standard of European 
countries, and that the internal trade is much the 
largest. Can you give us any reliable estimate of the 
amount of the internal trade of India as compared 
with its external trade ? — No. I cannot, but, it is 
manifestly obvious that it must be immeasurably 
greater. Though I do not say the circumstances 
relating to this country are analogous to those of 
India, yet they must apply to some extent. Now, as 
regards this country, our exports and imports in 1897 
were together 62*5,000,000/. Now, the amount which 
passed through the London Bankers’ Clearing House in 
that year was 7,500,000,000/. Even if we deduct a 
very large amount of this as arising from Stock 
Exchange transactions, there would be an enormous 
sum left pertaining to commercial transactions, and in 
addition to this several hundred millions sterling 
passed through the various provincial bankers’ 
clearing houses (Manchester alone was 200,000,000/.), 
and, in addition, there are all the transactions settled 
by cheques cashed across the counter in London and 
Provinces, and all the transactions settled in cash 
throughout the country. I am fully justified in 
saying that the internal trade of India is immeasurably 
greater than her external trade. Silver money is what 
the natives know and prefer, and it is monstrous that 
the Government should seek to force a gold standard 
on India because of its 17,000,000/. of Home 
obligations, even though 70 to 80 per cent, of India’s 
external trade is with gold-using countries. Of course, 
if you gauge the thing, to any country, for instance 
France, her external trade is a mere bagatelle to her 
internal trade. 

11.612. With regard to the savings of the natives, 
it has been stated to the Committee that a large part 
of these is in coined rupees, upon which the natives 
have suffered no loss by the closing of the mints. 
With regard to silver hoarded in the form of ornaments, 
have you any evidence that the sale of such ornaments 
takes place in time of stress to such an extent as to 
justify the analogy of savings deposited in an English 
savings bank ? — With regard to country silver and 
silver ornaments being sold in times of stress* the 


Indian Mint Reports of the famine years 18 73-77 Mr. 
to 1 879-SO show that about 31,099,000 rupees’ V. Barclay. 
worth of ••bullion in the form of native cm a- — — - 

“ infills whit'll hail been thrown on the mirkefc l$99 

“ by suJI'iMvrs from famine,” were received at the 
Mint for coinage in those years. Resolutions of 
the Government of India on the Mint Reports 
included a statement to the effect that the amount 
of such silver “ indicates with a certain accu* 

“ racy the commencement, progress, and severity 
“ of the famine, and the effect it has had upon those 
“ influenced by it.” Full particulars are given in an 
Appendix on page 271 of the Minutes of Evidence of 
the Indian Currency Committee of 1892-3. The quan- 
tities which reached the mints must have been only a 
fraction of what was sold by the natives to the dealers. 

Those would be realised at nearly weight for weight 
in rupees. In the recent famine, when the mints 
were closed, the silver ornaments, as I have said, 
would probably only realise about 50 per cent, in rupees. 

It is common knowledge that, except the destitute, 
all classes in India possess silver ornaments ; but, 
even on Sir A. MacDonnelTs assumption, . he 
admits (Answer 5767) that such sales by the 
cultivating class were made at a less value than 
the rupees which had been melted to make them, 
and this would, of course, injuriously affect the labouring 
classes, who are, to a large extent, identified with the 
cultivators. Sir Antony MacDonneli draws a dis- 
tinction between the labouring classes and the 
cultivators; I would modify that distinction. That 
every rupee was required, is shown by the following 
significant telegram sent by Lord Elgin to the 
Governor- General of Canada duriug the recent famine 
(“Times,” February 4th, 1897): — “The prompt 
“ sympathy shown by Canada is most warmly appve- 
“ dated here. The Famine Fund Committee consider 
“ money more useful than grain or other supplies.’ 

It is well known in India that several wealthy natives 
were compelled by the stringency of the money market 
to make private arrangements with their creditors. 

11.613. (Sir F. Mowatt .) May I ask what is Lord 
Elgin’s telegram? Is he telegraphing about orna- 
ments? — Not at all. 

11.614. You are saying, I understand, that money, 
invested in ornaments is practically: , depreciated 50 
per cent., because the ornaments have to be sold, and, 
as I understand it, you read in support of that, a 
telegram from Lord Elgin to Canada to say that the 
Belief Committee would be glad of a grant of money ? 

— Yes, not grain, but money. My argument is that 
the ornaments and the rupees are money to the 
natives. 

11.615. In other words, there, was plenty of grain, 

but no rupees ? — There are those who maintain that 
the late famine was a money famine and not a grain 
famine, because there was grain to .be had, but no 
money to buy it. . 

11.616. Of course, Canada could not send actual 
rupees. But you do not put that forward as showing 
that ornaments have been depreciated in value ? — Ob, 
no, I am on a different point altogether. 

11.617. (Sir J. Muir.) We understand that the 
Manchester Chamber of Commerce did its utmost in 
opposing the action of Government in 1893 in closing 
the mints, is that so ? — Yes. 

11.618. You are aware that it is alleged that, if the 
mints were open to silver, India would become the 
dumping ground for that metal. Have you any 
observation to offer upon that point?— With the 
mints of India open under the conditions which I 
recommend, no such allegations could be made. But 
I deny the accuracy of the remark being applied even 
to the time when no great commercial nation? had its 
mints also open to this metal. No silver min£ owner 
ever exported silver to India as a speculation. Those 
who imported silver into India at such times have 
been responsible people, mainly the great Indian 
banks, who did so because they were aware there was a 
requirement for it ; indeed, I may say, there ^ is no 
commodity the international movements of which are 

17 4 
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Mr. attended by such nice calculations as the precious 
JR. Barclay, metals. 

11,619. {Mr. Campbell.) Sir Francis Mowatt asked 

11 Jan. 1899. y OU ^ re g ar j to your reasons for thinking that it 
would be absolutely impossible to establish a gold 
standard and currency, and you mentioned the 
difficulty of getting gold. Did you mean by that that 
India would have to borrow the gold ? — Well, it 
depends on the quantity of gold she would require to 
make an actual gold standard and currency. 

11.620. Whatever the quantity might be, would 
there be any difficulty in getting it ?— I think it would 
be a tremendous tax upon her. 

11.621. I suppose you are aware that India already 
commands the precious metals to the extent of an 
average of about Tlx. 12,000,000 per annum? — Yes. 

11.622. In that position, should she not be able to 
command a gold currency, if she wished to, just as 
readily as a silver currency ? — I do not think it. 

11.623. You think not ? — I think not. 

11.624. Why should she not apply the gold she 
might acquire in that way to currency purposes as 
well as silver ? — Because the people do not take to it. 
Mr. Ralli said that, in all contracts with the natives 
within a few miles of the Presidency towns, you would 
require silver. Gold is a thing you cannot use. 

11.625. It is not so much the difficulty of acquiring 
the gold, as the difficulty of getting it into usage ? — 
That is it ; the difficulty of getting it into circulation ; 
but, as I have said, it would also be a tax upon her to 
get it. 

11.626. Then you refer to the Government “ opera- 
ting in exchange.” You do not mean, do you, that 
by drawing on India for the amount of the home 
requirements, the Government is operating in ex- 
change in an improper or objectionable manner ? — 
No. It is the Government operating on exchange 
with the view of maintaining it, and the analogy I 
have in my mind is that which occurred in Buenos 
Ayres — attempting to maintain exchange. When they 
saw that gold was going to he exported, the Govern- 
ment determined that they would supply exchange to 
the importers of goods. 

11.627. You refer to the Government’s action in 
holding back tbeir bills ? — I wanted to eliminate that. 
I wanted to bring before the Committee the simple 
action of exchange. 

11.628. Now, in the time of an adverse trade 
balance, is not that one of the temptations to which 
the Government is subjected, owing to the violent 
fluctuations in the rupee exchanges ? — Under the 
present state of things. 

11.629. Under the old state of things? — Under 
what is going on now. 

11.630. I mean when silver was the currency — 
under open mints ? — No, the Government had no 
power at all, as I understand ; the Government simply 
coined rupees. 

11.631. But the exchange was liable to very violent 
fluctuations ? — Tt was liable to fluctuations. 

11.632. {Chairman.) The Government are not 
bound to draw Council bills ? — They are bound to pay 
tlieir debts. 

11.633. {Mr. Campbell.) Is there not a temptation 
to avoid drawing in order to escape the loss arising 
from a sudden drop in exchange ? — Yes. 

11.634. Would not that be an argument in favour 
of a gold standard and currency as compared with a 
silver standard and currency, that under a gold 
standard and currency these evils could not arise; 
and, therefore, that temptation would not exist ? — I do 
not quite understand your question. Do you mean to 
keep up exchange, the Government interfering for the 
purpose of preventing exchange from falling? 

11.635. What I mean is that, with open mints and 
an adverse trade balance, the only way of settling it 
is by Government accepting a heavy fall in exchange, 
or borrowing money in order to avoid paying their 
debts. With a gold standard and a gold currency 
that objection would not arise, because the gold would 


be available to be shipped home ? — Of course it 
would be. 

11.636. Is not that an argument in favour of a gold 
standard ? — What I propose is a standard that would 
be the same as gold, while, if the Government had 
to ship gold home, their gold system whould be 
endangered. 

Adjourned. 

Mr. Robert Barclay recalled and further examined. 

(12th January 1899.) 

11.637. {Mr. Campbell.) In your evidence yesterday 
you alluded to contracting the Indian currency ; did 
you refer there to the Government’s proposal to melt 
down currency in order to raise tiie exchange to 
Is. 4 d. ? — I refer t;o the whole system of closing the 
mints — closing the mints is, of course, contracting 
the currency itself — and also to the specific way in 
which they were going to melt down rupees. 

11.638. That is what you meant when you referred 
to their endeavouring to raise the exchange to Ls*. *1/7, ? 
—Yes. 

11.639. Do you consider that, if the currency had 
been contracted in that way, it would have increased 
the stringency of the money market, which has been 
complained of? — Yes, I think it would. 

11.640. Do you consider that a Lv. 4 d. exchange, 
established by such means, would have inspired the 
confidence necessary to attract capital from this 
country to India ? — The fact of its being established 
by this means, and consequently requiring to he main- 
tained, would not inspire confidence. The people 
who might be looked to to send money to India may 
be divided into two classes: ( 1.) Those who are pre- 
pared to enter on any given enterprise or speculation, 
taking all the risks to which it would bo liable, in- 
cluding exchange, under the belief that profits would 
be realised which would cover all these risks. In 
their case the conditions might not be so deterrent. 
(2) The much larger class which consists of those 
who have large funds to invest, and who will not 
concern themselves with details of investments. To 
this class, the fact that the currency of India was 
maintained by Government management — which in 
itself implies that it might break down — would he a 
deterrent. 

11.641. You allude to the loss the natives have 
sustained in selling silver ornaments. Would you 
regard it as any compensation for that loss that silver 
for the purpose of ornaments can now be bought 
very much cheaper than formerly ? — Not a compen- 
sation for the past loss. 

11.642. But suppose a person, under the stress of 
famine, for instance, had sold his ornaments to-day, 
would it not he some compensation to him that, if 
he was in a position later on, lie could buy them 
much cheaper than formerly? — That is a speculation 
in silver. 

11.643. No. Suppose he had ornaments that he 
had been obliged to part with ; if he can get them 
back for the same money that they realised, that 
would be a compensation to him, would it not ? — Yes, 
that would be a speculation in silver. 

11.644. India has bought an immense amount of 
cheap silver since 1893 ? — Yes. 

11.645. In the last four years a total of 
Rx. 27,000,000 ?— Yes. 

11.646. You point to the possibility of establishing 
a fixed rate of ls. 4.d. by an international agreement? 
— Yes, or by an agreement with the United States; 
that is the primary thing, of course. 

11.647. You say it is necessary that there 
should also be a fixed par relation between the silver 
money of India and European countries, such as 
the Indian Government aims at. Later on you 
mention that this may be effected by concurrent 
mintage in the United States and India on that b^sis ? 
—Yes. 
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1 1.648. i)6V6um&iil that the concurrent mintage 
by the United States alone along with India would be 
sufficient ?— 1 think sc, but I believe that more could 
be got to come in. 

11.649. You think the United States alone, acting 
with India, would be sufficient? — Yea. 

11.650. What reason can you give for saying that ? 
— I have an intimate knowledge of all the circum- 
stances attending the international negotiations for a 
monetary agreement in 1897, and I can speak in the 
most positive terms as to the good faith and desire of 
the United States and France in those negotiations. 
But for the then opposition of the Indian Government 
to any agreement, I believe a compromise might have 
been arrived at, for Mr. Balfour, the First Lord 
of the Treasury, in the following statement in the 
House of Commons on March 17th, 1896, showed 
that the Home Government were ready to open 
the Indian mints. He said that, as part of an inter- 
national agreement, “We will re-open the Indian 
u mints, we will engage that they shall be kept open,^ 
“ and we shall therefore provide for a free coinage of 
“ silver within the limits of the British Empire for a 
“ population greater in number than the population 
“ of Germany, France, and America put together.” 
I am aware that the ratio suggested in 1897 was 
different to that which has been put before this Com- 
mittee. The latter is 22 to 1, which is equivalent to 
a Is. 4 d. rupee, the rate desired by the Indian 
Government. 

11.651. (Sir F . Mowatt.) May I interrupt yon 
here just to make this clear ? You are aware that the 
Chancellor of the Exchequer, who spoke for the 
Government, did not go quite so far as Mr. Balfour 
did in the extract you have just read?— No, not quite 
so far. 

11.652. I only want to call your attention to the 
fact that the statement made on behalf of the Govern- 
ment did not go so far as the statement of Mr. 
Balfour ? — That is so ; but, of course, those gentlemen 
had the whole thing before them. Senator Wolcott, 
the head of the United States Mission of 1897, stated, 
in reporting the negotiations to the Senate, that, of 
the contributions desired from England, “ All other 
“ proposals, however, were of infinitely small im- 
“ portance compared with that respecting the re- 
u opening of the mints of India to the unlimited 
“ coinage of silver.” And, with regard to ratio, he 
said : “ It may also be necessary, in my opinion, to 
“ make concessions in the ratio, bringing it some- 
“ where in the neighbourhood of 20 to 1, more nearly 
“ approximating the ratios recognised by Russia, 
“ Austria, and India.” The Russian arrangement was 
23£ to 1, and the Austrian 18£ to 1, and the Indian 
ratio which he refers to is 22 to 1, viz,, that which 
the Indian Government said (16th September 1897) 
is what would suit India. Other prominent American 
leaders have also in their public statements shown 
that the feeling in America in favour of a modi- 
fication in the ratio is pretty general, while as to 
the desire of the present United States Government 
for a settlement, notwithstanding the treatment they 
received in 1897, President McKinley, as lately as 
the 1st of last month, declared the continued 
adherence of the Government to a desire for an 
international agreement for the remonetisation of 
silver. I may say that this morning I saw a com- 
munication with a statement in favour of a modi- 
fication of the ratio by Senator Jones, of Arkansas, 
the chairman of the Democratic Convention and a free 
silverite ; and Senator Chandler, a leading Republican 
from a gold State, New Hampshire, and Mr. Towne, 
chairman of the free silver Republican party, have 
also lately spoken to the same effect, I must add that, 
while the open mints of the United States and India 
would be sufficient for maintaining such a ratio, I 
would much like to see France included in any agree- 
ment, and I believe that, if this country showed itself 
ready to reopen the Indian mints, the co-operation 
of France could also be secured. 


11,653* I should like to' make this qiiite plain* I 
listened carefully to what you read, but I did not see 
any proposal there for a ratio to be arranged between 
India and the United States alone without the assist- 
ance of other powers, I think that was the particular 
question you were asked — whether you had reason * o 
believe that, without the assistance of any other 
nation, India and America could raise the ratio up 
to Is. 4 d. I do not gather that any of the authorities 
that you have quoted contemplate a ratio to be estab- 
lished in that way ? — No, they were statements simply, 
but I give you my opinion that it can be done. I will 
give the grounds if you wish it. 

11.654. (Mr. Campbell.) Without the co-operafcion 
of France, how could you establish the fixed par 
relation that you spoke of between the silver money 
of India and European countries ? — By the general 
level. The point I want to make to you is this : that, 
when silver was maintained at a level under the old 
arrangements, the main thing (as declared by the Gold 
and Silver Commission) was that it was the power of 
the Latin Union, from its population and its trade, 
that kept the rate steady. Now the population of 
the United States would almost equal that; so that 
America acting alone, I believe, could do it ; but I 
believe that it is very likely that America would like 
France to join, and I believe that France would hot 
be unwilling to take part as well. 

11.655. Without some arrangement of that kind, 
the European countries would have a right to send 
silver to India or America in any quantities they chose 
at the price you speak of, but they would not be 
obliged to take an ounce in return ? — Of course ; at 
least not at their mints. 

11.656. Not even the French mints? — Not if they 
did not come in. 

1 1 .657. ( Sir J. Muir.) These questions I am putting 
to you on behalf of Mr. Holland, who cannot be here 
to-day. You object to any interference by Govern- 
ment witK the natural course of exchange. Perhaps 
you would make it a little more clear what you mean ? 
— On behalf of the Manchester Chamber of Commerce, 
I desire to protest in the strongest possible manner 
against any such thing as a Government-rnanaged 
currency or exchange. I need say nothing to impress 
this Committee with the commercial importance of the 
district of which Manchester is the centre, and I am 
sure I am representing its unanimous voice in its pro- 
test. To give the Committee an idea of the importance 
of Lancashire trade with India, I hand in some figures 
showing that Lancashire’s exports are 71 per cent, of 
total British and Irish exports to India. 

11.658. (Sir F. Mowatt.) Did you say Lancashire 
or Manchester? — Lancashire — Manchester being the 
centre of the manufacturing and exporting trades. 
The table is this : — 

Exports of British Productions to India. 

Lancashire District . 

Estimate. 

£ 

Cotton yarns and goods - - 17,000,000 

Machinery and steam engines - 1,700,000 

Iron, steel, and other metals - - 800,000 

Other manufactures, &c. (clothing, 
railway carriages, chemicals, glass, 
woollen goods, umbrellas, &e.) - 400,000 

£19,900,000 

In these figures it is assumed that all cotton yarns 
and goods, except hosiery, belong to the u Lancashire 
District,” including exports vi& Glasgow. The 
other items are estimated proportions of the total 
exports of each class to India from the United 
Kingdom. 
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Share of Total Exports of British Productions sent to India in the Five Years 1893-97 inclusive. 


R . Barclay. - — - - 


12 Jan. 1899. ■■■■■■ ■ ■■ 

* 1 

1893. 

1894. 

J 1895. 

1 

| 1S96. 

1 ; • J 

1897. . 

Total exports of British productions 

£ 

218,259,718 

£ 

210,005,637 

! £ 
226,128,216 

:C ’ 1 

240,145,557 

1 * 

234,219,708 

Of which to India - 

28,8 14,880 

29,339,781 

24,753,008 

30,097,768 

27,382,091 

Proportion to India per cent. 

13*2 

13*6 

10*9 

12*5 

11-7 


Share of Total Exports of British Productions sent to India in the Five Years 1888-92 inclusive. 



1S88. 

1889. 

| 1890. ' 

i 

1891. 

1892. 

Total exports of British productions - 

£ ! 
234,534,912 | 

£ 

248,035,195 

£ 

263,530,585 

£ 

247,235,150 

£ 

227,077,053 

Of which to India 

32,614,565 

31,047,892 

33,641,001 

31,177,968 

27,902,572 

Proportion to India per cent. 

13*8 

12*4 

12*8 

12*4 

12*2 


The ordinary difficulties of trading are great enough, 
without such an element being introduced into it by 
Government ; and the commercial community at large 
looks to the British Government to prevent the Indian 
Government, or any other Department of State which 
it. controls, following any such course as Government- 
interfering with the natural movements of exchange. 

11.659. (Sir J. Muir.) Have you formed any general 
estimate of what the silver money in India amounts 
to ? — I have already given my opinion that these 
things cannot be estimated accurately. I say “ no/* in 
reply to that question. But, apart from the coined 
rupees in circulation, I believe (considering the 
enormous imports of silver into India for centuries) 
that the amount of uncoined silver hoarded is much 
greater than any of the official estimates. Private 
advices I have had from India have brought this 
opinion from prominent native bankers of wide 
experience, who have given the subject careful 
consideration. They say that the estimate of 
Ex. 300,000,000 of uncoined silver hoards represents 
no more than the savings of the last 150 years under 
British rule ; and that the total amount is probably 
nearer Ex. 1,000,000,000. 

11.660. You speak of the native dissatisfaction 
with the effect of the closing of the mints. Have you 
any evidence of such dissatisfaction ? — I have had it 
in the strongest terras in private letters from friends 
in India, who are well situated to judge of native 
opinion.. Besides, leading Native papers, such as the 
“ Amrita Bazar Patrika 55 (Calcutta), have given voice 
to such dissatisfaction ; and, as Mr. O’Conor and other 
witnesses have thrown doubts upon the existence of 
any dissatisfaction, I must ask to be allowed to 
read extracts from leading articles which appeared in 
the “ Amrita Bazar Patrika” of September 15 and Sep- 
tember 19 last. As the Committee knows, this paper 
is printed in English. This is from a leading article in 
the “Amrita Bazar Patrika,” of the 1 5th September 
1898 : — “ When Mr. Arthur was asked by the President 
“ of the Currency Commission whether there ‘have been 
“ £ any decided expressions within your knowledge of 
“ ‘ native feeling on the present policy/ he answered, 
“ ‘ So far as the Native Press is concerned, I do not 
“ ‘ think there has been any feeling at all. When the 
“ 6 Native Press in India has a grievance, everybody 
“ c hears* about it; but with regard to this question, I 
“ i do not think I have seen a single native paper take 
“ * it up and complain about it.’ Of course, what 
“ Mr. Arthur says is not correct. We have every 
u now and then written on the subject, and expressed 
“ our entire disapproval of the currency measure. It 
“ is strange that Mr. Arthur should venture to make 
“ this bold statement, for ? as President of the Chamber 


“ of Commerce, he ought to have come across what 
“ has been stated in this journal on that subject 
" several times. But, suppose that our articles did not 
“ meet his eyes, he had yet no right to say that the 
“ question had evoked no feeling among the Indians. 
“ So early as July 1893, when the mints were just 
“ closed, the Indian Belief Society submitted a petition 
“ to Parliament, through the Eight. Honourable Mr. 
“ Chaplin, which represented the Indian views and 
“ sentiments on the subject. The petition created 
“ some stir in England, as it was noticed by the 
“ £ Times ’ and other English papers.” Then it goes 
on in another portion of the same article : — “ The 
“ whole question, from the Indian point of view, is 
“ contained in a nutshell. It was established upon 
“ the most reliable testimony that the amount of 
“ uncoined silver in the hands of the native popula- 
“ tion before the closing of the mints represented 
“ 330,000,000/. And now, by a single stroke of the 
“ pen, by the arbitrary action of the Government, 
“ the whole of this enormous amount of property 
“ has become depreciated to an extent of which 
“ neither the rulers nor the people of the country have 
“ the slightest idea.” 

11.661. ( Sir F. Mow at t.) I do not gather that, up 
to the time of Mr. Arthur’s evidence, they allege more 
than that they themselves have on several occasions 
drawn attention to the subject ? — Yes. Of course, 
this question is a new question to the natives ; we 
must bear that in mind. As I have stated in the 
early part of iny evidence, the actual effect of the 
closing of the mints was not at once realised by the 
natives ; it took a long time. They went on for years 
melting rupees, and even in some remote districts do 
so still, I have been told. 

11.662. Mr. Arthur’s evidence, I must remind you, 
was not given before June 1898 ? — This was written 
after the receipt of the first Blue Book published by 
this Committee. 

11.663. (Sir J. Muir .) This man could not write 
until he had seen the Blue Book ?— Jtis’fc so. I will 
not trouble the Committee with much of this, but 
I should like to read this extract from an article 
in the same paper, of the 19th September, 1898, 
headed, “How the Currency Measure has added to 
“ the Poverty of the Indians.” u It is impossible to 
“ overstate the disastrous effect of the currency 
“ measure upon the vast masses of this country . 
“ In order to Understand the real situation, it is 
“ necessary to realise the appalling poverty to which 
“ they had already beeh reduced before the closing 
“ of the mints.” Then, latei 1 on, it says : i( The 
“ point is not whether they take ornaments to. the 
“ mints to be coined or not, but. whether or not 
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66 the value of the silver in their possession — their 
“ only property — has been nearly halved by the 
“ arbitrary action of the Government. As there is no 
“ question about this matter, so what our enlightened 
Government should do, in righting this great 
u wrong, is to purchase all the silver from the people, 
u at prices which prevailed before the closing of the 
“ mints, and pay them in gold. This is the only 
“ alternative left to the Government to neutralise the 
u effects of a measure which, when properly realised, 
will create the greatest possible distress and 
“ discontent amongst tbe masses of India. It was 
u during times of famine, as a rule, that the Indian 
“ peasant parted with his silver property. By 
“ pledging, say, 10 tolas, he used to get, say, eight 
“ rupees. But the Mahajan (the money-lender) at 
“ the present prices of silver -will give him only Rs. 5 
“ for 10 tolas. By the currency measure, therefore, 

“ several times more poverty has been added to the 
“ appalling one in which the ryot has already been 
“ sunk. The position is all the more grave when it 
“ is considered that the famine in this country had 
66 always been rather of money than of food. When 
“ the last, famine occurred, the Viceroy telegraphed 
“ that money was wanted, not grain, of which there 
u was sufficient in the country as a whole ; and it is 
<e an enormous loss of money that the people are 
« rgoing to suffer from the closing of the mints. How 
“ many deaths were caused by the great famine of the 
“ last year will probably be never known; but it is a 
« significant fact that, while it raged, a pound of rice 
“ in India was cheaper than a pound of wheat in 
“ London. As the rupee is getting scarce day by 
“ day, people have to purchase it at a higher cost than 
“ before. This means that they have to part with a 
“ larger quantity of their produce for a rupee than 
“ before. But tbe Government wants its demands 
« in rupees. Since tbe Government has by its action 
“ made the rupee scarce, the Government ought, now, 
u to be just, to take its dues in kind. So the closing 

of the mints has not only depreciated the property 
“ of the ryots, but reduced their earnings, or rather 
“ increased the Government demands upon them. 55 

11.664. (Sir F. Mo watt.) I think you said the price 
when the mints were closed was at U. 4 d. ? — Yes, 
that is speaking generally. 

(Sir J. Muir.) I understood we discovered yester- 
day that on the day the mint was closed the rate was 
at Is. 2\d. 

11.665. (Sir F. Mowatt.) Quite so. But I think 
the witness will agree with me that he put it at 
l,v. 4/£ ? — I was speaking generally of the, effect of the 
closing of the mints upon the natives. As to the rate 
of exchange with London, I mentioned that was about 
Is. 3d. on June 2, 1893. 

11.666. (Mr. Campbell .) That is not a question of 
exchange at all. It is merely a question of getting 
106 rupees for 100 tolas of silver, as they did before 
the mints yrere closed ? — My object in putting this 
evidence before you is to contradict tbe statement 
that, has been made that there is no feeling among the 
natives. I should like the whole of these articles 
to appear somewhere in the proceedings oi your 
Committee, but that is a question you can decide after- 
wards. I think it ought to go in [somewhere, because 
that statement of Mr. Arthur’s and those of other 
witnesses have gone forth, and I think the nativesin India 
will not be satisfied unless it is recognised that there has 
been, and in the very nature of thipgs there must be, a 
strong feeling upon this matter. Had the same thing 
occurred in England, it would have been, a great liard- 
.sfupj.and tlie English people would have cried out 
against it. I may also say that a few days ago 1 
received a telegram addressed to me at Manchester, 
signed by the President of the Indian National 
Congress* meeting at Madras, saying the Congress had 
passed a resolution protesting against a gold standard 
tor Ijndia.’ ; X may say I do not know the President 
of the Congress, nor have my correspondents in India 
any connexion, with it. ,1 assume the telegram , was 

.Manchester 


Chamber of Commerce, as it is well known in 
India fchat our Chamber is opposed to the gold 
standard, and in favour of reopening the mints to 
silver. 

11.667. (Sir J. Muir.) Are you aware that some 
of the Native States have recently given up the right 
of coinage ? — I am, but the public do not know all 
the circumstances attending the abrogation of their 
rights by these native princes. 

11.668. Perhaps you would not mind stating the 
names of the Native States ? — I will do so as far as 
I can. We know that the princes are very jealous 
of their sovereign rights, and I know from my private 
advices that the rights of mintage are regarded very 
jealously by some of them. There is one fact in this 
connexion to which I would like to draw attention. 
I believe Kashmir is one of those States which have 
given up rights of coinage. Now the Maharajah of 
Kashmir is a minor and his guardian is a British 
officer. To a Committee which includes high Indian 
officials, I need say no more to explain why Kashmir 
has given up its rights. 

11.669. ( Sir F. Mowatt.) If Kashmir has given 

it up on that ground, it is not apparently that the 
native rulers desire to give it up ?— There is no 
native ruler at ail — he is a minor. -V 

11,670; You do not quote that as an evidence' of a 
Native State having given up its right to' coinage 
because it was dissatisfied with it ? — No. 

11.671. (Sir J. Muir) Do I understand you to 
mean that the ruler is a minor, and that he has given 
it up under the advice of the British Resident ?. — Yes, 
under the advice of the British Resident, who is the 
real ruler. 

11.672. ( Sir C. Crosthwaite.) I understand you to 
say that the Maharajah of Kashmir is a minor, and 
that during his minority he has given up his right of 
coinage ? — Yes. 

11.673. Can you tell me when he gave up that 
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right ? — I cannot. 

11,674 Are you certain that he is a minor? — I 
have an authority for saying so. I have every reason 
to believe that the person who gave me that 
information is correct. 

(Sir C. Crosthwaite.) I believe I am right in 
saying that he gave up the right last year, and 
that he is not a minor ; in fact, ho is a man of 
mature age. He was for a time under a kind of 
tutelage, but during that time, which is past, he did 
not give up his right of coinage. Some time back he 
was restored to his full sovereignty, and he now 
governs the country with the aid of a council ; and I 
think I am right in stating that it was last year he 
gave up the right of, coinage. 

11.675. (Sir F. Mowatt .) I am sure, Mr. Barclay, 
you will feel that that illustrates the immense 
importance of testing the value of information derived 
from correspondents? — It is very difficult to get 
information. Of course, Sir Charles is an authority, 
and all the exact circumstances are better known to 
him than to me. 

11.676. ( Sir C. Crosthwaite.) But, when you 

make these statements, have you examined the official 
papers or taken pains to ascertain the exact facts ? — 
No, I have not in this case, but I have been very 
careful with' nearly every part of my evidence. I 
have spent days over it. • 

11.677. When you say that the Maharajah of 
Kashmir was a minor, and that he was made during 
his minority to give up the right of coinage, have you 
taken the pains to go to official sources to ascertain 
the. facts? — Personally I have not. 

11.678. (Sir J 1 Muir ) Is there any other State 
besides Kashmir that you can mention ? — Well,! have 
no other information except on the same grounds. 
There was a small State that also gave up the right. 

,11,679. Which was that ? — I do not thinkT ought 
to give it ; if you wish it, I will do so. “I was referring 
to Bhopal. reserve to myself the right of. sending 
in some, explanation with regard to that last answer 
that J gave. I have had correspondence referring to 
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this matter for some time, and that point has come out 
ay* very fully — Imean the jealousy of tfv$N ative States 
for that right. 

11.680. (Sir C. Crosthwaite.) But if you say that 
any pressure has been put upon them to give up this 

right ? — I quite realise the importance of your 

question.* 

11.681. Have you heard of Bhopal giving it up? 
— Yes. 

11.682. Do you know that the Begum of Bhopal did 
it of her own accord P — I am told it is a very small 
State. 

11.683. It is a small State, but a very important 
State. Bhopal is one of the best of our feudatory States, 
and the Begum did it of her own accord, because I 
suppose she saw it to be to her advantage to have her 
coinage put on the same level as ours. Have you ever 
heard of any other Native State doing it ? — -No, I know 
of no other Native State. I may mention that the 
articles which I have quoted bring out the fact that 
this is a new question in India that the natives are 
only now exercising their brains upon, and that they 
do not realise it altogether. I have no doubt that all 
of these are very loyal States, and that they would do 
as much as they could to come into harmony with the 
English rule. 

1 1.684. But I do not think they would do what is 
not to their own advantage ? — Quite so. I may say 
that, when I wrote this out, I had no intention of 
personally reflecting on the Government at all. They 
would, of course, do what they thought the right thing. 

11.685. (Sir J. Muir.) You urge that India should 
abandon all idea of a gold standard. Is it not a fact 
that various countries, even in recent years, have 
adopted a gold standard? — It is a fact; and the 
results ought to have taught the Indian Government 
a lesson. I trust, indeed I am confident, that the 
consequences will be fully taken into account by this 
Committee, for the facts stand thus : The countries 
which in recent years have gone on a gold standard 
are Russia, Austria, Japan, Chili, and Peru. Their 
present positions are as follows: — Though Russia 
has accumulated upwards of 130,000,000/. in gold, 
this sum is apparently considered inadequate by her 
responsible financial advisers, for a high price con- 
tinues to be paid in the market for gold for export to 
Russia. A few days ago, the London “ Standard” 
said : “It is certain, at any rate, that M. de Witte’s 
“ position is a little shaken at present, owing to the 
“ apparent impossibility of keeping up the compulsory 

rate of rouble notes, in consequence of the poorness 
“ of this year’s harvest in Russia, and some of his 
“ most zealous supporters are about to desert him.” 
The Russian Agricultural Congress last year peti- 
tioned Government to give up the gold standard. 
As to Austria, though she has acquired 40,000,000/. 
in gold, the Government is keeping it locked up and 
out of free circulation, and gold continues at a 
premium. That is the position in Austria. She has 
never effectively brought this gold standard into 
operation. She has no gold currency; gold is at a 
premium to-day. Then, as to Japan, the Government 
are using all possible pretexts to avoid exchanging 
the silver yen into gold. The slightest scratch on the 
face of a yen isN sufficient to cause it to be condemned 
as “ defaced ” and, therefore, inconvertible. The 
authorities^ have also in a most unjust manner recently 
altered their original decree by reducing the time given 
for presentation of silver yens for conversion into gold. 

Of the gold acquired for the conversion, such a large 
amount has already been exported from Japan, that 
the Government are replenishing their stock by 1 
J j 

* th f Witness -~r l have referred to my correspondence < 

and And that the expression with regard to the Maharajah of 1 
Kashmir is that he is “ under tutelage.” From this I naturally i 

inferred that he was a minor under guardianship. I accept of 
course. Sir Charles Crosthwaite’s statement that the legal state 
of tutelage has ended, but the information sent to me is to the * 
effect that the tutelage is really still existent, and that the ( 
renUDCiatl5n of his of coinage was not < 


t having a portion of the last instalment of the Chinese 
s indemnity shipped from England. But, while this 
“ official gold stream” is flowing from England 
t to Japan, the stream of gold from Japan still 
s flows in shipments to Europe and America on 

r account of banks and financial and commercial houses 
Recently, an agitation has sprung up amongst the 
3 manufacturers and exporters of Japan for a bounty 
on Japanese exports. I may say that Japan started 
i with 10,000,000/. of gold, and has replenished several 
l times since. Then, as to Chili, the gold standard has 
practically broken down. A moratorium has been 
t decreed, the printing press is to be utilised, a Bill 
, authorising the issue of 50,000,000 paper dollars 
having been passed by the Chamber, aud the premium 
■ on gold has reappeared, so that Chili’s gold standard 
1 exi sts only in name. The Press unanimously attri- 
butes Chili’s grave financial situation to her efforts to 
be “ oil gold.” I am informed (this is information I 
got yesterday) on most reliable authority that a 
Committee appointed by the Chilian Government is 
now sitting to advise as to the steps to be taken to 
revert to a silver standard. Then, in Peru, the 
gold standard, which was somewhat “ shadowy ’’’from 
the first, now only exists in name. Those are the 
countries I refer to. 

11,686. You consider that, while the mints of India 
remain closed to silver, India will be at an industrial 
disadvantage compared with China. Do you wish to 
say anything in support of that view ?— Those who 
trade with countries where exchange questions arise, 
know that a relatively low exchange favours the 
internal industries in competition with rival producers 
and shippers. China has a great advantage now. 
The value of a piece of silver in China of the weight 
of a rupee is under 10 d. as against Is. 4 d. y the token 
value in gold of a rupee in India, and, if the 
Government scheme were adopted, the value of 
silver would fall still further. Such conditions in 
China and other silver-using countries would tell 
against industrial India. I would draw attention to 
the following extract from a Consular Report, which, 
of course, I can refer to in exact detail. This is a 
Straits Report for 1897. These Consular Reports of 
China and the Straits are full of this question. This 
one says : “ The success of the experiment of 

dosing the mints in India has favoured exports 
“ to that country while diminishing exports there- 
trom to places with a silver standard.” I have not 
only that Consular Report, but I can give several 
showing that the effects are very great. 

11.687. (Sir C. Crosthicaite.) Was that extract 
that you read with reference to* the rice trade ? — I 
think it is with reference to the general trade. The 
full paragraph is this : “ Prom British India and Burma 
« Was a decrease in imports of over 4 million 
w dollars owm £ t0 smaller supplies being received of 
« o\ Ce °P* um > exports thither increased by 

millions. Larger exports of raw silk, areca nuts, 
and fish, account for this. A large quantity of rice 
w als 1 ° was exported to British India, amounting in 
value to If million dollars over and above the value 
exported m 1896. The success of the experiment 
n °* c :° sin & mints in India has favoured exports 
to that country while diminishing exports therefrom 
to places with a silver standard.” 

11.688. (Sir J. Muir.) Are there any other advan- 
ages which you claim for the reopening of the mints 

to silver ? There is one other advantage I have not 
touched upon. I believe it would tend - to stop the 
illicit coinage of silver in India. The present condi- 
tions otter a great temptation to natives to illicitly coin 
full weight silver rupees of standard fineness, for they 
could make a handsome profit by it, and this, which 
mi ? . se ^ m them but a slight offence, would 
probably lead them further to make coins with less 
silver m them. I believe the present system has led 
to increased illicit coining. I am aware that Mr. 

U Conor stated in his evidence he was not aware 
ot any increase, but the Indian Mint Report for 1897, 
which Mr. O’Conor has doubtless since seen, states 
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that there were increases in that year over the previous 
year in offences against the Mint Laws of 26 per cent, 
in persons brought to trial, and 45 per cent, convicted. 
Then in my correspondence I have had frequent 
references made to the thing as a fact, especially in 
the Native States, and also that the Zenana system of 
India lends itself to it a great deal. Of course, the 
biggest risk to the Government is upon the mintage of 
a perfect coin. There need be no deterioration at 
all to give profit. And, again, they are said to have 
dies from Europe. 

11.689. ( Sir F . Mowatt .) When you say dies, do 
you include machinery ? — Machinery also. 

11.690. Do you know by whom that is said? — 
Yes, but it is private, and I cannot give it. 

11.691. ( Sir C. Crosthwaite .) Has there been any 
proof of it ? Has any machinery been taken ? — I do 
not know. I cannot go further than mentioning the fact 
that I have have had correspondence in the matter. 
You must take it for what it is worth. 

11.692. You cannot work milling machinery 
without considerable noise ? — Oh, yes, it is all 
quiet; and, of course, there are many operations 
which can be carried on subsidiary to that of milling, 
and which would make a cloak for the milling 
operations. One person suggested the continuing of 
a shaft through a Zenana wall. 

11.693. Did your correspondent give you any 
specific instances ? — He has given me a great many 
cases where laws attempting to prevent the importa- 
tion of things have been evaded, especially in the 
matter of arms. I may say that this came out in 
reference to Sir John Lubbock’s proposal of a 
seignorage — that it would lead to the evasion of the 
law. 

11.694. ( Sir F. Mowatt .) I think I must remind 
you that the question put to you was whether your 
informant, whose name you are unable to give us, 
(and not unnaturally), supplied you with any specific 
instances within his knowledge of machinery being in 
the possession of coiners ? — He referred to this very 
specifically. 

11.695. But did he give you an instance ? — No. 
Of course, the difficulty of these things is very great. 

11.696. I only want the fact. Did this corre- 
spondent — whose good faith I do not for a moment 
question, and I do not question at all the propriety 
of your quoting what he says — give you any specific 
instance of machinery being in the possession of 
native coiners ? — He declared that it was being done. 
He gave me the details of the way in which the thing 
was worked. 

1 1.697. The details of a particular instance ? — Of 
course it would be. 

11.698. ( Sir C. Crosthwaite .) Which had been 
detected ? — That I cannot say. 

11.699. ( Sir J. Muir.) Do you consider that a 
combination between the United States and India 
might be relied upon to give a steady exchange of 
1.9. 4 d. for India? — Certainly. As I have stated, 
before the closing of the Indian mints silver never 
fell below 38 d. per ounce, and, besides consumption 
in the arts and general demand, the chief supports it 
had were the open mints of India and a purchase by 
the United States Government of a limited quantity 
per annum under the Sherman Act (54,000,000 ounces 
per anuum). Under the plan now proposed, practically 
all the other demands for silver would continue, the 
Indian mints would again be reopened, and the open 
mints of the United States would constitute an active 
and potential demand for an unlimited quantity. 

11.700. Assuming the 'alleged stringency of last 
year to have been a fact, in what way would the 
Government scheme aggravate the stringency ? — The 
Government scheme includes the melting of silver 
rupees. As silver rupees are necessary to move the 
crops, the reduction in the volume of silver rupees 
would entail extra stringency. It might be alleged 
that, under the Government scheme, gold would 
provide every requirement for India, but. even if 
the Government provided gold or -attracted gold — 


which I consider doubtful — that metal would not 
take the place of rupees. This is a memorandum 
drawn up by a gentleman you, Sir John Muir, know 
very well, who was many years in India, and I 
discussed the thing very fully before coming here, 
and he sent me a note referring to it. It shows 
that the place which gold might have been expected 
to fill is already fully occupied. This is what he 
says 

11.701. (Sir F. Mowatt.) If you will put it in as 
your own evidence, we will take it ? — I will do so. 
This is showing the internal working of trade in 
India. “ Payments by one trading centre to another 
“ are made in native shroffs’ hoondies, or drafts, 

“ often the draft of a shroff in one place, as Calcutta, 
u on his firm or agent, as the case may be, in another, 
“ as, say, Lahore, and these drafts or cheques are 
“ passed with endorsement from one to another — 
“ frequently through many hands before being finally 
“ presented for payment. The only other means of 
“ discharging internal debts at a distance, otherwise 
“ than in coin, is through the Government Treasury 
“ or the Presidency banks and their agents, which 
“ are, of course, only to be found in the chief centres, 

“ at great distances apart. Without this system of 
“ native banking — which has, no doubt, been in opera- 
“ tion for centuries — it would have been impossible, 

“ with either gold or silver coin, for trade to a tithe 
** of the extent of the actual movements to have been 
“ carried on. In times of war, famine, or other disturbing 
“ causes, payments for produce even in the Presidency 
“ cities have had to be made in silver coin at scale, 

“ as the produce or merchandise was weighed out, and 
“ throughout India generally it is doubtful if any but 
“ men of wealth and standing are accustomed to pay 
“ or receive payment in other than coined rupees. 

“ The Burmese trade, when we first annexed Rangoon, 

“ was only carried out by payment in coined rupees 
“ for the rice, &c. as weighed and delivered, and to 
“ this day the Raugoon exports are paid for by the 
“ annual large shipments of rupees in November and 
“ December from India or elsewhere. It is this 
u annual movement that, it is said, has caused the 
“ present rise of 1 per cent, in the Bank of Bengal 
“ rate. While India, therefore, has had for centuries 
“ an established system of internal exchange, not 
il dissimilar to our own, it has had to be accompanied 
" with a large floating currency in silver coin to 
“ finance the constantly recurring harvest, which 
“ currency must be annually added to, to meet the 
“ requirements of the rapidly increasing population. 
u For large payments, India has always had suitable 
" internal exchange arrangements, and it is for the 
“ immense aggregate of small payments that silver, 

“ and only silver, is required.” 

11.702. Do I understand, from the memorandum 
that you have read, that you consider that only a tithe 
of the larger financial transactions in the internal trade 
of India is carried on by silver ? — The movements of 
capital into the centre are by the native bankers, and 
are in silver. Besides the movements of silver, there 
is a movement of capital between the centres which 
is settled by these shroffs’ notes. 

11.703. Then a very large proportion of the larger 
transactions are carried on by the shroffs’ drafts ? — 
Yes. 

11.704. Now, let me refer you to a paragraph of 
your original statement, in which you say, “ In the 
u vast internal trade of India, which is of infinitely 
“ greater extent, they are almost, if not altogether, 

<c absent; money, in the primary form of coin of 
6i intrinsic value, serving all the purpose of trade, both 
“ as medium of exchange and standard of value.” Is 
that consistent with saying that nine-tenths of the 
larger transactions of the internal trade in India are 
carried on by these shroffs’ notes ? — It is the move- 
ment of capital into the centres, where it is dispersed, 
that I was referring to. 

11.705. That is your explanation ?— Yes. I think 
I have enumerated all the points to which I wish to 
call attention-; but I would add that no other remedy 
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which has been placed before the Committee, besides 
that which I urge, meets all the requirements of the 
natives, all the requirements of the importers and 
exporters trading with India, and also all the require- 
ments of the Government. This plan was put before 
the Committee by Sir Forbes Adam, who does not 
belong to the monetary party with which I am 
identified; but, as I have stated, I strougly recommend 
its adoption, and, so far as I have had an opportunity 
of judging, I believe it has the cordial support of all 
parties in Manchester. The adoption of the plan of 
settlement which I recommend would give India the 
great benefit of a par of exchange with both gold and 
silver using countries — a, benefit which no other 
remedy would give. And I may add that the opera- 
tion of the plan would secure for this country also the 
benefits of a par with gold and silver using countries. 
I may also say that, whereas under any gold standard 
scheme the money of the people of India must be 
dishonest coins, the plan I recommend would once 
more give the people honest money. 

11.706. ( Sir C. Crosthwaite.') I would like to under- 
stand your exact position. You say you -would 
reopen the mints under certain conditions, namely, 
that an international agreement was arrived at by 
which silver was fixed at Is. 4 d. ? — Yes. 

11.707. Am I right in supposing, that, if that inter- 
national, agreement was not arrived at, you would not 
reopen the mints? — Well, there are some witnesses 
who would go the length of saying that they would. 

I propose it with the view of having concurrent 
mintage with other countries. ■ 

11.708. But, suppose we cannot get that, are we 
to reopen the mints at all risks ?— There is no 
necessity for risks. In this I am speaking for the 
Chamber. 


11.709. What do the Chamber say ? — The Chamber 
say, they would wait for suitable conditions. 

11.710. Then we should have to wait, as at present, 
an indefinite time, uutil these suitable conditions can 
be obtained ? — Yes ; but I believe, if this Committee 
favour a plan of this kind, these suitable conditions 
would very soon evolve themselves. 

11.711. (Sir F. Mowatt.) The essential condition, 
as I understand, being the maintenance of 1.9. 4d. ? 
— Yes. 


11.712. (Sir C. Crosthwaite.) Do you think that, 
if those suitable conditions were obtained, there would 
be a gold currency in India ? — I think it would 
simply go back to the old silver currency. 

11.713. And the rupee would be at Is. id. ? — At 
Is. 4 d. 


.11,714. What would be the difference between that 
and the proposal to fix the rate at Is. 4 d. by adopting 
the gold standard ? — As regards India, you mean ? 

11.715. Yes, as regards India? — It would bring up 
China to the level of India ; they would be in the 
same position with all silver countries. 

11.716. Is there any other advantage to India in 
it? — It would be also in a definitely fixed position, 
without the risk of management, and it would be 
automatic. 


11,717. If the gold standard were effectively 
established, that latter advantage would be obtained, 
would it not ?— But I hold that, doing it in the way 
you are doing it, you have no certainty in continuing 


11,718. , We are not doing anything: you mean, if 
a gold standard were established in the way the 
Government of India has proposed ?-— Yes, it it were 
successful, but I hold that you would not gain 
confidence. I bring out .that point very fully — you 
would not gain confidence, because it would be a 
managed currency.* 

ll,7ly. Besides that, you object to having a gold 
currency ?— Yes, because I think it is impossible" I 
may give an instance ^ from my own experience in 
India. In the year 189d, when I was in India, 

4 travelling with my party - from Agra to Jeypore, I 
happened to rjun short of small money, We bad some 
m freshments „at . & statipn ; on, the , .way,;, and v our bill 


came to seven or eight rupees. I tendered the native 
servant a gold sovereign, but be would not look at it. 
Then the manager was brought on the scene, and he 
said he could only give 10 rupees, the rate at the 
time being 18 rupees in Calcutta. That shows the 
disinclination of the people to use gold in small 
affairs. 

11.720. Gold is not legal tender there? — No. 
That was, of course, practically near the centre. 

11.721. With regard to the extracts that you read 
from native papers, I wanted to ask you whether 
3'ou have read those as mere extracts, or do you back 
them ? — Not at all. I simply put them in to show 
that there is a very strong feeling among the natives 
of India against a gold standard. 

11.722. As regards the assertion that the Govern- 
ment of India is depriving a vast mass of the natives 
of India of their wealth, do you back that assertion, 
or not ? — I say positively, it does. My object in 
putting in those extracts was this : It has been 
asserted that there is no movement or feeling amon^ 
the natives of India in regard to this matter. 

11.723. (Chairman.) Asserted by whom? By 

Mr. Arthur and Mr. O’Conor, as I have already 
stated. This is an article rebutting that, and pointing 
out that -that paper itself had often commented upon 
that subject before. 

11.724. (Sir C. Crosthwaite.) As regards the ex- 
pression of native opinion, 1 should like to read an 
extract from a memorandum by Joy Gobind Law, 
Member of the Viceroy’s Legislative Council. He says : 
“ Much has been made of the losses which the poorer 
“ classes of the people have been put to, because of 
u the appreciation of the rupee, in connexion with the 
“ silver ornaments they were possessed of before 1893, 

“ but I have never heard of any serious or widespread 
“ complaints on this head, and, whatever their losses 
u may have been at the commencement, it is undeniable 
<c they were not in operation since ; and as they, the 
“ people, have been during the last, few years in a 
“ position to secure a greater quantity of silver bullion 
“ f° r given number of rupees than they ever were 

before, no doubt this has been a source of pleasure 
“ and enjoyment to them.” Now you wrote a book, 

I think, on the “ Disturbance of the Standard of 
“ Value” in 189G?— Yes. 

11.725. I do not want for a moment to try and 
convict you of inconsistency, but I want to ask you if 
you still hold this view. On page 132 you sav : “ If 
“ the buying power of India’s money internally were 
“ to become less than formerly, through a much higher 
“ ratio than 15^ to 1 being permanently established, 
a there would then be a palpable rise in the cost of 
<£ living to the poor native, who has always such a 
“ narrow margin between what he earns and the 
“ bare maintenance of his existence ” ? — Of course 
this silver question has been a growing question. 

11.726. I want to know whether you hold that view 
still, or not ? — Yes. I quite hold these views still. 

11.727. Then we are in this dilemma, that, if we 
allow the rupee to depreciate, we are robbing the poor 
native ; and, if we try to raise the value of tho rupee, 
oi* to keep up the value of the rupee rather, (which is 
all the Government of India propose to do), then also 
we are robbing the poor native ?-• — This was in view 
of different circumstances altogether. 

11,^28. But, as regards this question of the loss to 
the native community, which of these two views are 
we to take ? — There are not two views. This is a 
different analysing of the question altogether, and from 
a different standpoint. I was in that book balancing 
the possibilities — what would bo the effect of fixing a 
higher ratio than 15| to 1 ; and I tried to demonstrate 
that the higher the ratio fixed, that is, the lower the 
gold value of the rupee was permanently fixed, it 
would be an injury to the natives, gnd I hold that 
view still. That is from the old point of view, you 
will remember, when silver and the rupee were one 
thing, and it is at a time when prices had not fallen in 
India at all ; you must bear that in mind, . .. - 
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11.729. {Chairman.') Do you say prices had not 
fallen in 1896 ? — They had not failen to the figure 
they are now. 

11.730. {Sir C. Crosthwaite.) Had prices risen ? — 
This was published in 1893. 

11.731. From the bi-metallic standpoint, the same 
facts seems to suggest opposite conclusions ? — It is a 
very complex question, and various views may be taken 
of the circumstances in India. The mints are closed 
to silver, and there can be no bi-metallic comparison. 

11.732. I do not desire to press you at all about it. 
Now, you attach great value to a stable exchange, do 
you not ? — I do ; very great value. 

11.733. When you say that you would reopen the 
mints, are you prepared to throw over all the advan- 
tages which you think belong to a stable exchange ? 
— By no means. 

11.734. What do we get instead? — The question 
will be settled. This question has been going on for 
the last 20 years. The Bi-metallic League has never 
gone in for a particular ratio. There was a desire on 
the part of many, for many years, to go' back to the 
old ratio, and it could have been done. Now, in 
concert with many friends who were formerly opposed 
to any arrangement with other countries, we are 
co-operating in this effort to secure such concurrent 
mintage in other countries on such a basis as will enable 
India to open her mints to silver and yet secure a 
stable rupee at the gold value which the Indian 
Government desires, and thus settle the question. 

11.735. The former state of things, when the mint 
was open, you regard as injurious to the whole com- 
munity — to the merchants, and to the people, and to 
the Government, and to the manufacturer ? — Yes. 

11.736. Could the manufacturer recover his loss at 
all, or guard himself? — At the beginning of the 
question. You must remember that the whole trade 
of India has changed under the conditions that this 
unsettled exchange has brought about. 

11.737. I am dealing with the unsettled exchange. 
With the unsettled exchange, could the Manchester 
manufacturer protect himself, in the same way as the 
merchant could, by buying exchange forward ? — No ; 
the manufacturer could not protect himself against 
exchange variations in the market. 

11.738. Then, why does the Manchester Chamber 
of Commerce now advocate open mints, and a return 
to that state of things ? — A return to what state 
of things ? 

1 1.739. The Manchester Chamber of Commerce, 
I now understand, want the mints reopened ? — Yes, 
with a stable exchange. 

11.740. (Chairman.) With a ratio fixed ? — With a 
ratio fixed. 

11.741. Suppose no ratio is fixed, what do they 
want ? I want really to know what the Manchester 
Chamber of Commerce wants ? — We want open mints, 
and the way of getting open mints is to provide for 
the difficulty of the Indian Government. 


11.742. I agree with all that; but I want to under- 
stand this. You say that the Manchester Chamber 
of Commerce is prepared to run all the risks of the 
mints being opened. Are we to take that as their 
opinion ?— They do not say so. 

11.743. But you said so in reply to Sir Charles 
Crosthwaite? — I said they would wait for suitable 
conditions. I personally suggested conditions. 

11.744. I want to get from you exactly what the 
Manchester Chamber of Commerce meant ? — I think 
it is not fair to put it in that way. I want the mints 
opened with an arrangement of concurrent mintage 
which will secure a steady exchange. 

11.745. But suppose you cannot get that arrange- 
ment ? — That is a further consideration. 

11,446. Then the opinion of the Manchester 
Chamber of Commerce which you gave us yesterday 
in favour of reopening the mints depends on that 
reopening being accompanied with a fixed ratio ? 
— They do not say that exactly. 

1 1,747. But you say so ? — Yes. That is the way it 
could be secured. 

’11,748. But, if it could not be secured, what then ? 
— That is a matter for further consideration. 

11,749-50. Is that the answer of the Manchester 
Chamber of Commerce to this Committee ? 

( Sir F. Mowatt.) I think Mr. Barclay has already 
told us this morning that he himself regards the 
maintenance at 1$. 4 d. as an essential condition of the 
opening of the mints. The rupee must be maintained 
at Is. 4 d. ? 

{Witness.) Yes. 

11.751. {Chairman.) And that must be done by 
statute — by law ? — Yes, by enactment based on an 
international agreement. 

11.752. {Mr. Le Mar chant.) You alluded to the 
Argentine trade. I think you have had considerable 
experience in the Argentine trade ? — Yes. 

11.753. You referred to the circumstances in 1884. 
Now, do you consider that, when the Argentine paper 
dollar was falling in value, and prices were rising, the 
country was on a sound basis of prosperity ? — No. 

11.754. What is the present position ? Has the 
dollar been increasing in sterling value ? — Yes. 

11.755. Do you think the country is at the same 
time concurrently reaching a sounder basis ? — Yes. 

1 1 .756. What would you view as the essential 
conditions of that improvement ? — Coming back more 
or less to the old value of the dollar. I may say, of 
course, when the currency is unsettled, a paper 
currency such as the Argentine currency, if it settles 
at a given point for a length of time, people are very 
well content to go ou with it and they would not care 
for its either going up or going down'; they begin to 
believe in that as the point ; but then it is the great 
falls that derange prices, and that no doubt favours 
the exporter for a long time. Of course they do 
adjust themselves, but it takes a long time. 



The Witness withdrew. 


Professor Alfred Marshall called and examined. 


11.757. {Chairman.) You are Professor of Political 
Economy in the University 1 of Cambridge ? — Yes. 

11.758. What is the general nature of the evi- 
dence you are willing to give to this Committee ? 
—In' trying to make up my mind as to what cur- 
rency' arrangements are best for India, I have been 
specially hindered by my ignorance as to the nature 
and extent of the 1 business relations between the 
country at large and the centres of European com- 
merce in Calcutta and other large towns. But, on 
being 1 inf orined that the scope of the Committee’s 
enquiry extended beyond questions 1 1 of practical 
administration; and raised some broad issues of 
economic principle, and that I might be excused 


from expressing opinions on questions that required 
much knowledge of India, and might confine my 
evidence to the general relations of currency and' 
trade, I have ventured to accept the invitation with 
which the Committee have honoured me. 

11,759. Then, din questioning you, we will confine 
ourselves to the limits which you yourself have laid * 
down. Twill ask you first, what do you consider to 
be the relation between the volume of currency and 
the general level of prices in a country ? — I hold that 
prices vary directly with the v olrn^^ 
otEerTEmgs^ are : equal ; hut; other things are con- 

the valueTofmoney ’HFtTue iu jus t the sam e way M- it 
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p A is true that the (lay’s temperature varies with the 
A, Marshall, length of the day, other things being eqiaal; but 
— , — other things are seldom equal. This tlieo ry lias been 

11 Jan. 1899. the cause of much controversy; but it lias- never 

■ been seriously denied by anyone who has taken it as 

a whole, and has not stopped short, omitting the words 
“ other things being equal.” The fact is that in every 
state of society there is some fraction of their income 
which people find it worth while to keep in the form 
of currency ; it may be a fifth, or a tenth, or a twentieth. 
A large command of resources in the form of currency 
renders their business easy and smooth, and puts them 
at an advantage in bargaining ; but, on the other hand, 
it locks up in a barren form resources that might 
yield an income of gratification if invested, say, in 
extra furniture; or a money income, if invested in 
extra machinery oi cattle. In a primitive state of 
society, even in one as far advanced as that of India, 
only the rich care to have much of their resources in 
the form of currency. In England ail bat the very 
poor keep a good deal ; the lower middle classes keep 
a relatively very large quantity ; while the very rich 
who pay all their tradesmen by cheques use relatively 
little. But, whatever the state of society, there is a 
certain volume of their resources which people of 
different classes taken one with another care to keep in 
the form of currency ; and, if everything else remains 
the same, then there is this direct relation between the 
volume of currency and the level of prices, that, if one 
is increased by 10 per cent., the other also will he 
increased by 10 per cent. Of course, the Less the 
proportion of their resources which people care to 
keep in the form of currency, the lower will be the 
aggregate value of the currency, that is, the higher 
will prices he with a given volume of currency. 

11.760. How may this relation between the volume 
of the currency and the general level of prices be 
permanently changed ? — It may be changed perma- 
nently, first, by changes in population and wealth, 
which change the aggregate income ; secondly, by the 
growth of credit agencies, which substitute other 
means of payment for currency; thirdly, by changes 
in the methods of transport, production, and business 
generally, which affect the number of hands through 
which commodities pass in the processes of making 
and dealing. These causes are specially difficult to 
trace in India. In some parts of India the local 
informal petty cash seems to have fallen much out of 
use, and in other ways the work of the recognised 
currency has been increased. On the other hand, the 
rapidity of circulation of currency has also been much 
increased, and there has been a somewhat extended 
use of notes. 

11.761. How may the relation be temporarily modi- 
fied ? — Passing by the effects of fluctuations and 
commercial credit on prices, it seems specially im- 
portant, with reference to the Indian currency 
problem, to note that the level of prices which a given 
volume of currency will sustain, is liable to be affected 
by any lack of trust and confidence in. the currency 
itself. 

11.762. Temporarily affected or permanently? — 
Both, I think. The lower is the credit of the currency, 
the lower will be the share of their resources which 
people care to keep in the form of currency ; the more, 
therefore, the currency will be depreciated, and the 
higher prices will rise. Here I would like to separate 
what appears to he agreed amongst students from what 
is controversial matter. I think it is agreed that, if 
the credit of a currency falls, its value falls relatively 
to commodities, even when there is no change in its 
volume. I think it is agreed that the history of the 
assignats and the American currency during the time 
of the forced paper currency shows that. I think it 
is also agreed that there is something fiduciary in the 
value of gold and silver; that is, that part of their 
value depends upon the confidence with which people 
generally look forward to the maintenance and exten- 
sion of the monetary demand for them. Of course, 
tfieir value is, in the long run, controlled l>y cost 
of production ; but that influence is remote, and 


new supplier are always small relatively to the 
existing stock. And so fluctuations of their value are 
mainly governed at any time by currency legislation, 
actual and prospective. No one thinks of gold as 
likely to be demonetised ; but, if there did appear to 
be any real prospect of that, everyone would agree 
that its value would fall, since the sole demand lor it 
then would come from the industrial arts ; and every- 
one would admit the same to be true as regards silver. 
But whether, in fact, silver is at the present time in 
that condition is a controversial matter. My own 
opinion is that silver just at present, at the particular 
time at which we are, is not as good a metal to he 
used as currency as it was in earlier times ; nor as 
good a metal as it may become again in later times, when 
the East — or since we must include Africa and South 
America — when the non- Western world has got into 
the habit of using currency for the ordinary transac- 
tions of life, and has not got to the stage at which guld 
would be likely to be used very frequently. 

11.763. What do you consider to be the true rela- 
tions between currency, bank money, anti real capital ? 
— Currency and bank money are both forms of com- 
mand over real capital. They are commonly called 
capital ; but they are really command over capital, 
in my opinion. 

11.764. You mean the power to obtain capital? — 
Yes. Currency, especially legal tender, is a direct 
command ; other forms of credit paper and bank money 
are command one stage further removed. Bank money 
can go by telegraph, but real capital must pass through 
the hands of the Custom House Officers. 

11.765. Is the interest on permanent investments 
governed mainly by the relation in which the stock of 
real capital stands to the demand for its service ? — 
That is my opinion. Assuming for the moment that 
there is no question of any change in the volume of the 
currency, the interest on investments is governed by 
the relation between the supply of capital and the 
need for services of capital by borrowers' — whether 
thriftless borrowers who desire to anticipate future 
incomes, or thrifty borrowers who desire to use it as a 
means of creating future income, and who purpose to 
turn it into implements, irrigation works, railways, 
&c. If real capital is scarce, those who need it must 
payja high price for it, and, if that high price does not 
call forth an increased supply of real capital either 
from home resources, or by borrowing from abroad, the 
industries of the country must be capital-starved ; and 
she will not be able to keep her place in the march of 
progress. But now, assuming the arts of production 
to remain stationary and that there is no change in the 
pressure of population on the means of subsistence, a 
rise in prices will enable the borrower to pay interest 
at less outlay and to pay back capital at less outlay 
than would otherwise be the case. It is important to 
lay stress upon there being no change in the efficiency 
of production, because this goes to the root of the con- 
troversy between those who think it would be right 
to keep the purchasing power of money constant 
relatively to commodities, and those who do not. The 
pith of the matter may be put by an illustration. A 
person who borrows a peck of green peas in April, 
and returns two pecks in June, has paid no interest 
at all, he has not even returned the corpus of the loan. 
This is, I think, beyond question ; but the application 
of the principle contained in it to the equity and 
expediency of currency legislation is a matter of 
controversy. It seems to be clear arithmetically that, 
if a man borrows 100 rupees under contract to pay back 
105 rupees at the end of the year, and if meanwhile 
the purchasing power of money has risen 10 per cent., 
he cannot get the 105 rupees which he has to pay 
back without selling one-tenth more commodities than 
would be sufficient for the purpose at the beginning 
of the year. Assuming, that is, that the things which 
he handles have not changed in value relatively to 
things in general, he must sell at the end of the year 
commodities which would have cost him 115 rupees 
8 annes at the beginning, in order to pay hack, with 
interest, his loan of 100 rupees, and, therefore, he has 
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lost ground unless the commodities have increased 
under his hands 15^ per cent. While nominally paying 
5 per cent, for the use of his money, he has really 
been paying 15 £ per cent. On the other hand, if 
prices had risen so much that the purchasing power 
of money had fallen 10 per cent, during the year, and 
he could get 100 rupees for things which cost him 
90 rupees at the beginning of the year, then, instead 
of paying 5 per cent, for the loan, he would really be 
paid 5/ per cent, for taking charge of the money. 
This illustrates the principle that the general rate of 
interest will be raised by a gradual and anticipated fall 
in the value of currency relatively to commodities, and 
that it will be lowered by a rise in that value, 
even where there is no change in the conditions of 
general demand and supply. The high rate of interest 
on permanent investments in India seems to be 
attributable partly to a relative scarcity of real capital, 
and partly to the continuous fall in the value of the 
rupee relatively to the currencies of the West;. This 
matter has been long discussed, but latterly, within 
the last ten years, it has obtained increasing attention 
from economists. In particular, one of the ablest of 
the younger school of American economists, Mr. Fisher 
of Yale, has written a book on “ Appreciation and 
Interest,” which bears very closely upon this matter. 
If a diagram be made out, showing the average rate 
of market discount in London, it will be found, as a 
matter of fact, that the high rates do go with high 
prices. That is contrary to a good deal of what is 
assumed a priori 7 but I think it is really quite 
consistent with the theory when properly developed. 

I am not sure that it might not be worth while for 
the Committee to reproduce some of Mr. Fisher’s 
tables which bear upon this subject. He takes the 
question of rupee paper only incidentally; but the 
table which he lias worked out seems to show that 
the interest on rupee paper, reckoned at purchase 
price, is very little higher than that on the Indian 
gold loan before 1874; then it fell to about *1 per 
cent., then it rose rapidly, with the distrust in silver, 
to *7 per cent., and it has remained about that level 
to 1895, the end of Mr. Fisher’s table, except during 
the years 1888 and 1889, when it was 1 per cent. 

11.766. The rise of value, do you mean, or the 
interest? — The difference in the annual return to a 
person who invested 1,000Z. in rupee paper, and a 
person who invested 1,000/. in the Indian gold loan, 
was T per cent, in 1874, then it rose to *7 per cent, 
and it has remained about that for the greater part of 
the time. 

11.767. Any tables that you think would be 
desirable and would illustrate your own evidence, put 
them in at your pleasure in your evidence? — Here is 
Mr. Fisher’s table. It is carefully obtained by 
averages from many entries, and with due allowance, 
in the case of repayable bonds, for the time they 
have to run to maturity. 

Bates ok Interest realized from Dates named 

TO MATURITY OR IN PERPETUITY. 


— 

Silver. 

Gold. 

Difference. 

Exchange on 
India. 
Pence per 
Rupee. 

1865 

4-3 

4 * 1 

•2 

23*2 

1868 

4*3 

4*0 

*3 

23*0 

1870 

4*3 

4*0 

*3 

23*6 

1871 

4*1 

3*8 

*3 

23*2 

1872 

3*9 

3*7 

*2 

22*6 

1878 

3*9 

3*7 

*2 

22*4 

1874 

3*9 

3*8 

•1 

22*2 

1875 

4*0 

3*6 

*4 

21*9 

1876 

4*1 

3*7 

*4 

20*5 

1877 

4*1 

3*7 

*4 

20*9 

1878 

4*2 

3*9 

*3 

20*2 

1879 

4*4 

3*7 

*7 

19*7 

1880 

4*3 

3*6 

*7 

20*0 

1881 

4*0 

3*4 

*6 

19*9 

1882 

l 3-9 

3*5 

*4 

19*5 


I Y 3514 . 


— 

Silvei’. 

Gold. 

1 

Difference. 

Exchange on 
India 
Pence per 
Rupee. 

1883 

4*1 

3*4 

*7 

19*5 

.1884 

4*1 

3-3 

*8 

19*5 

1885 

4*1 

3*5 

*6 

18*5 

1886 

4*1 

3*5 

*6 

17*5 

18S7 

4*1 

3 * 4 

* 7 

17*2 

1888 

4*1 

3*1 

1*0 

16-5 

1889 

4*1 

3*0 

1*1 

16*5 

1890, \ 





1st half./ 

4*0 

3*0 

1*0 

17*6 

1890, \ 





2nd half./ 

3*9 

3*1 

*8 

19 ‘3 

1891 

3*8 

3*1 

*7 

17*1 

1892 

3*9 

3*1 

*8 

15*3 

1893 

3*9 

3*0 

*9 

15*0 

1894 

3*9 

3*0 

*9 

13*5 

1895 

3*4 

2*8 

*6 

13 4 


. 11,768. How, what do you wish to say to us as to 
discount ? — Other things being equal, interest for short 
loans will, of course, oscillate about the rate of interest 
to be obtained for permanent investments, allowance 
being made for the convenience, in some cases, to the 
lender of being able to recover quickly command over 
the capital which he has lent. But the rate of discount 
is specially sensitive to a casual stringency, and, in spite 
of the internationality of a certain class of bills, 
discount varies more locally than interest on per- 
manent investments. Mr. Beckenridge, in the 
“ Political Science Quarterly,” for March, 1898, has 
compared the rates of discount iu different parts of 
America, which, like India, is a continent ; and he has 
shown that there is a steady rise iu passing from tho 
Eastern States to the Middle, thence to the Southern, 
thence to the Pacific, and thence to the Western. 

11,769. Does a change in the volume of currency 
in a Western country alter the rate of discount 
temporarily or permanently ? — The whole theory of 
discount is full of paradoxes, because the increase of 
prosperity sometimes raises discount, and sometimes 
lowers it. Ho interpretation can be given of a rise 
in discount, unless it is known to what cause the 
change is due. Speaking generally, discount will rise 
in consequence of a greater willingness of borrowers to 
borrow, or of a greater unwillingness of lenders to 
lend : the first generally indicates increased confidence, 
and perhaps increased prosperity ; the latter generally 
indicates the opposite. Looking at the special 
case of the effect of an increase in currency on 
the rate of discount, the cycle in the West seems 
to be this. The new currency or the increase of 
currency goes, not to private persons, but to the 
banking centres ; and, therefore, it increases the willing- 
ness of lenders to lend in the first instance, and lowers 
discount ; but it afterwards raises prices, and, therefore, 
tends to increase discount. This latter movement is 
cumulative. The loans to one man make him a good 
customer for others at good prices, and make them 
therefore eager to borrow, and that makes them good 
customers; and so the movement grows. Thus, a fall 
in the purchasing power of money tends, after a while, 
to raise the rate of discount as well as the rate of 
interest on long investments. And, though the 
matter may be regarded by some as open to question, 
I myself go with those who hold that statistics bear 
out the a priori probability that, first, the rates of 
discount would generally be higher when prices are 
rising than when they arc falling, because the 
borrowers would be eager for loans ; and secondly, that 
they would generally be higher during periods of high 
prices, than in periods of low prices ; not because one 
is the cause of the other, but because both are the 
results from the same cause — the prevalence of a 
confident spirit in the business world. Those periods 
are liable to be broken in upon by cyclones of distrust, 
and those cyclones raise discount for a time to the 
very highest levels of all. They are accompanied by 
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Prof lulling prices, and a little later are followed by falling 
A. Marshall discounts. There does not seem to me to be any 

single and uniform relation statistically or a priori 

11 Jan. 1899. between the rate of discount and the rate ol Exchange. 
_____ h 5 770. How flu* do you consider that Western 

experience in this matter is applicable to India ? . 1 
am afraid that my answer to this question must 
necessarily be rather long. The fact is that India, 
being governed by England, has necessarily had its 
affairs discussed largely by Englishmen, whojire apt 
to take their opinions of what goes on in India very 
much at second hand. Sir Henry Maine gave 
countenance to the opinion that custom ruled the 
economic arrangements of India ; and, in a certain 
sense, that is no doubt true, but X think that the 
doctrine requires to be analysed. Lliere is no doubt 
that custom does rule the general tenor of life in 
India, but it does not, in my opinion, rule prices. 
The matter is one of greater importance than it looks. 
The common opinion of the world on Indian matters 
is formed largely on the basis of statements made by 
a few prominent English writers on currency, who 
have claimed to speak with special knowledge of India, 
and have been received as authoritative by foreign 
economists. I will quote from one writer. He is 
an able man, much travelled, and with great know- 
ledge of affairs; and he has attained a position 
sufficient to cause him to be selected as one of three 
examiners for an important international prize relating 
to bi-metallism a few years ago. He says : “ Prices 
have not fallen for the reason that gold is scarce ” 

11,771. (Sir F. Moioatt.) Are you speaking of 
Indian prices for the moment ?— No, lie is referring to 
prices in England. He says “ Prices have not fallen 
“ for the reason that gold is ‘ scarce/ nor will they rise 
" because of an increased production of gold, if mean- 
“ while the exchanges with silver-using Asia continue 
u to fall. The exchange value of any bushel of wheat 
“ in Mark Lane has for 15 years past approximated, and 
<£ will approximate, an ounce of silver bullion ; because 

with open mints an ounce of silver bullion is 2{ 
“ rupees, and 2\ rupees per bushel represents cost of 
« production and exportation from the Punjab wheat 
“ fields. If the United States were to melt and soli 
“ her silver currency, and if the Indian mints were re- 
“ opened, then, even if the production of gold sextupled, 
> “ the price of wheat would still fall with each 

“ fresh fall in the gold price of the ounce of silver.” 
I quote from a letter printed in the “ Economist ” of 
15 September 1894. That doctrine, in a somewhat 
less extreme form, i3 the basis of many of the ablest 
and best known arguments in favour of the adoption 
of bi-metallism at such a ratio as would lead to a 
* general rise of prices. When I was at Oxford 
15 years ago, I had to study Indian prices; and 
I began a set of inquiries which have included 
the making of a very large number of diagrams, 
based chiefly upon Mr. O’Conor’ s figures. I have 
many of them here, but they would probably be 
too extensive to be printed. I would like to state, 
broadl}', the results that I have deduced from them. 
I should say I have confirmed those results by many 
conversations with natives of India and with 
Englishmen who have been engaged in administering 
India. The results are, first, the chief purchases 
and sales in India are of grains, and the variations 
from ye^rtoyear in . the local prices of these in any one 
place are many times as great as in England. They 
are commonly 200 or 300 per cent., sometimes 400 
per cent., in the course of one ox* two years. Secondly : 
They are greatest iii those grains which are not affected 
by European trade. Here is one example. ( For 

diagram , see Appendix .) That represents the move- 
ments of the annual price of jawar, which Mr. O’Conor 
tells me is the most important of all those food grains 
which are not exported to Europe, and on the prices 
of which, therefore, the so-called disturbing influence 
of gold does not operate. 

(Sir J., Muir.\ There seem to be enormous fluctua- 
tions there. 


11,772. (Chairman.) The greatest variations, as I 
understand, are in grains which are unaffected by 
European trade ? — Yes. I have a number of diagrams 
here which would support these propositions, if 
necessary. .Thirdly: For any one grain they are 
o-oneraily the largest in those districts which are most 
remote from European influences. Fourthly: They 
are much diminishing under the influence of European 
trade. I have here a diagram which was published in 
the statement exhibiting the £v Moral and Material 
Progress of India,” for the years 1882-83. It is 
interesting in two ways. It shows that the variations 
in the prices of grains were very much greater earlier 
in the century than now ; and that the average level 
of prices of grains has very much risen. L believe 
there is some doubt as to whether the details of 
measurement are all perfectly correct, but 1 think 
there can be no doubt as to the general truth of the 
picture which they present, Fifthly: As that, figure 
shows, the purchasing power of sit ver in terms of grain 
has fallen throughout the centuries. Sir William 
Hunter says, that it was “ two or three times 
greater” at the time of Akbar’s land settlement than it 
is now ; and it has fallen fast during the present century, 
the fall being broken only by periods of bad harvests. 
Sixthly : In consequence of a, rapid change in the 
conditions of productions of cotton and iron, combined 
with a lessened cost of transport, the rupee price of the 
chief imports into Calcutta after 1873 fell faster than 
the average gold price of commodities in England. 
The assertion of some advocates of bi-metallism 
that the fall in the gold price of commodities in 
England was largely camscd by the forcing down 
of prices by the Indian customers tits most ill with 
that fact. (See diagram in Appendix.) There has 
been a controversy as to whether Mr. Sauerbeck’s 
index number does not exaggerate tin* fail in prices 
since 1873. Certainly there is no other important 
index number which shows so great a range. Neither 
that of the 6i Economist,” nor the one which is 
generally followed abroad, Dr. Soet beer’s, shows so 
great a fall. But, to give the argument to which I 
am opposed every advantage, 1 have taken Mr. Sauer- 
beck’s index number for average gold prices in 
England. That shows the fall in the rupee prices of 
the chief Indian imports at Calcutta down to 1886 
to have been considerably greater than the fall of 
average English gold prices. After 1886 there is a 
rise in these rupee prices. Seventhly : The average 
prices of all goods in India since 1873 have been so 
disturbed by bad harvests, especially in 1877 to 1879, 
that their valuations from year to year hear no resem- 
blance to English prices. For this purpose, as 
Mr. O’Conor has not supplied us with a general index 
number, I have fallen back on that which was 
compiled by Mr. Atkinson from Mr. O’Conor’s figures, 
and published in the “ Statistical Society’s Journal” for 
March 1897, That shows no relation to the English 
curves of yearly variations; but, on the whole, it is a 
curve of greater disquiet. If we look, on the other 
hand, at the broad movements of prices, it seems to be 
true that about 1885 a rise in normal rupee prices set 
in, by which I mean a rise not especially attributable 
to bad harvests. This is what the old-fashioned 
economic theory would have led us to suppose?, because, 
when we watch the movements of the gold prices of 
silver and the gold prices of commodities in England, 
we find that the average level of gold prices of com- 
modities was falling very fast until 1885', and the 
gold price of silver was not falling specially fast 
during that time — not so fast as afterwards. "After 
that time the gold price of silver did fall somewhat 
faster, and the English gold prices did not fall fast ; 
that is to say, the English silver prices rose fast. By 
English silver prices I mean the prices which would 
have to be paid in London for commodities iu general 
if prices were reckoned in bar silver. Eighthly : The 
average price of Indian exports has kept fairly close 
to the general movements of English prices expressed 
in silver. If you. draw two curves representing, 
(a) rupee prices of Indian exports in Calcutta, as 
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given by Mr. O’Conor, and (b) Mr. Sauerbeck’s gold 
prices for England, divided by the gold price of silver, 
so as to represent the silver prices of commodities in 
general; you will see that, speaking broadly, the two 
curves do move together ; the general relation between 
them is that which would have been anticipated by 
economists generally. Ninthly : The London prices of 
wheat and silver have seldom moved closely together ; 
that is specially important with regard to the statement 
I recently quoted about an ounce of silver and a bushel 
of wheat. When they have done so, separate causes for 
these movements can generally be found. For instance, 
a spell of bad weather in July 1890 came about the 
same time as a change in the United States currency 
policy ; these causes raised the prices of wheat and 
silver; and the subsequent fine weather lowered the 
prices a little while before the speculation in silver 
collapsed. And, indeed, when they have moved more 
or less together, it is as often as not the case that 
the movement in the price of wheat has gone before 
that of silver ; and Mr. O’Conor has told you that the 
Calcutta price of wheat follows the London price. 
In evidence of this I will show diagrams repre- 
senting the average prices of wheat and silver in 
London for each year of this century, and the 
prices for each week during the last twelve years. As 
to the interpretation of these facts, any suggestion that 
I make must be highly speculative. I fancy I see a 
different character in the curve prices for England 
and for India. I think that this difference corresponds 
to the fact that the production in England is chiefly — 
I will not say capitalistic, because that is a matter of 
secondary importance— but chiefly commercial, chiefly 
the production by people of things to sell to others. I 
should expect that, in contrasting a country of that 
kind with a country in which production is largely for 
domestic consumption, variations in prices would show 
themselves chiefly by sudden jumps up, in consequence 
of bad harvests, from a normal level ; and I should 
expect that those variations in production which come,, 
as they do in England, through the influence of 
changes in credit and the confidence of farmers that 
wheat was a paying crop, would be gradual and that 
you would get more rounded shapes in diagrams 
showing variations of annual prices. That is, I. should 
suppose that you would get, in the case of a primitive 
country, a tolerably flat base with sharp peaks ; and 
that in an advanced country you would get more 
nearly uniform waves. Jevons, in page xiv. of the 
Introduction to his “ Investigations in Currency, 
still held something of the old doctrine which, as a 
youn°* man, I used to hear in England, that you can 
never get prosperity in general business until you 
have a succession of good harvests. Jevons laid 
stress upon the fact that the stock of grain was so much 
the most important part of movable capital even in 
England, that it was to be expected that harvests 
should control the rate of discount and the activity of 
business generally. But wheat supply is less impor- 
tant now, and the Registrar- General has laid stress 
on the fact that the variations in the marriage rate no 
longer pay any attention to the price of corn. One 
would expect that curves representing movements of 
the price of corn in England early in the century 
would have shapes more .corresponding to those for 
India now than those for England at the present 
time; and that appears to have been the ease. 
I would venture also to throw out a suggestion ot 
a very hazardous character . I have seen a great deal or 
evidence before various Commissions, this included, to 
the effect that the ryot knows nothing of what happens 
in Calcutta, that he knows nothing of Exchange, and 
that prices inland cannot be directly aflected by any- 
thin 0 ' that happens at tidal waters. It seems to me that 
it is” possible that, though the ryot knows little or 
nothing of any disturbing causes coming across the sea ; 
and although almost every important movement in 
price in any district in India is due to local causes ; yet, 
the power of friction being great, when the influence 
of European trade comes upon the side on which the 
tf&iion is working, then that influence may tell. 


And, seeing that, the broad movements in upland prices 
(as distinguished from their annual oscillations) appear 
to conform more closely to the general relations of gold, 
silver, and commodities in world markets than I should 
have supposed beforehand ; I am inclined to think that 
the cause may be this, that, when local circumstances 
have raised very much the price of any particular 
grains, then European influences may help friction and 
prevent them falling back as low as they otherwise 
would, and vice versa. 

11.773. Do you wish to say anything as to India 
being dependent on foreign capital ? — I think the 
dependence of India upon foreign capital is a 
matter which must be taken into account in any 
practical legislation ; and that one has to recollect that 
what governs the flow of capital from one country to 
another is not merely the relative strength of different 
economic forces, but the opinion that is held with 
regard to those economic forces by the people 
who have capital to invest. Now, those who 
are able to lend capital to India live exclusively 
in countries with a gold standard ; and those people 
are apt to regard gold value as a fixed point, 
and to treat variations in the gold value of the 
rupee as equivalent to variations in its real value. In 
my opinion, this old common fallacy is not nearly so 
far away from the truth now as it was some time ago. 
The popular reasons for it, I think, are quite invalid ; 
but, in fact, I believe that gold has been within 
the last 20 years, say, a good measure of value ; though 
this is due solely to accidental causes — to the balancing 
of strong forces acting in opposite directions ; and I see 
no reason for believing that that will continue. But 
this habit of thinking of gold value as a fixed 
point, whether right or wrong, does affect the 
willingness of investing nations to send their capital 
to India ; and it makes them grasp, as recent events 
have shown, at ail opportunity of getting back their 
capital on good terms in gold. This fact was one at 
least of the main arguments for the closure of the 
mints, and it is an even stronger argument against any 
vacillation in carrying through a steadfast policy. On 
the other hand, the very fact that the Government is 
bound under penalty of permanent injury to India, to 
fulfil any implicit pledges it may give, is a strong 
reason against the Government’s giving even indirectly 
any pledges without having fully counted the cost 
and being thoroughly resolved to meet it. It 
would seem to me in the present emergency specially 
unwise to let the late exceptional stringency of 
discount in Calcutta hurry the Government into an 
increase of rupees. That would certainly impair the 
credit of the rupee. 

11.774. You mean an increase in the issue of 
rupees? — Yes. That would impair the credit of the 
rupee, increase the export of capital, and would raise 
and not lower, the mean level of discount. On the 
other hand, the introduction of some elasticity into 
the circulation would raise the credit of the rupee, and 
would restrain any tendency of discount to rise to 
an injuriously high level. 

11.775. How do you say that seasonal fluctuations 
can heist be mitigated ? — Stringencies and crises which 
arise from unexpected deficiencies of currency 
relatively to the demand for it are not to be 
a. voided by a mere increase in’ the volume ot the 
currency. They are just as likely to occur with, a 
large stock of currency as with a small ; indeed they 
may be caused by an inflation of currency leading to 
distrust, not only of currency, but of all other agents 
and instruments of credit. For instance, in 1893 it 
was not a scarcity of currency, hut a belief that the 
currency had been unduly increased, and might be 
increased even more, which led to a crisis in the 
United States; 50 per cent, was the common rate of 
discount for a considerable time. We 1 have heard 
much about' the agony of 18 per cent, at Calcutta, but 
50 per cent. Was the common rate of discount in 
America for a considerable time; and, whilst currency 
was : thus generally in discredit, other means of pay- 
ment were disorganised/ and in Chicago a large 
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Prof. business was done in buying currency at a premium, 
A. Marshall, the average rate being 100^. It is remarkable also, 

incidentally I may say, that the stringency of 1893 

II Jan. 1899. was almost entirely Western; while that of 1890 

was almost entirely Eastern. That illustrates the 

fact that with all her 200,000 miles of railway 
America is not a country but a continent ; and we must 
allow for the same difficulty in India, even though she 
has 20,000 miles of railways. But, although seasonal 
fluctuations are not amenable to control by a mere 
increase of currency, 1 believe they are amenable to 
control by arrangements which shall provide that there 
shall be a stock of currency which shall be used 
only in case of emergency. That currency may he, 
and I think should be, largely of paper; but the 
extent to which it may be of paper and the extent 
to which it must have a bullion backbone is, I think, 
not to be settled save, for one country at a time; it 
must vary with changing conditions of time and place, 
1 1 ,776. How far would the English practice be a 
good guide for India in this matter ? — England is, in 
my opinion, but I speak with great diffidence, a 
specially bad example for India to follow in matters 
of currency. For, first, currency is but a small 
part of the means of payment used in England ; and 
under most, though not all, conditions, bank money 
is the main means of payment ; and that is elastic. 
Secondly, an imperative demand for increased currency 
is rare in England ; and, when it does occur, it is on 
a very small scale relatively 1o England’s total business 
and resources. The importation of the amount of 10 
millions of sovereigns makes an enormous difference in 
Lombard Street, but it is a mere nothing relatively to 
England’s total business. Whereas, if the same diffi- 
culty arises in a country in which the main payments 
have to be made with currency itself, you want an 
importation of currency, or an increase of currency, 
standing in some moderately high relation to the 
total business of the country ; or, at all events, to that 
part of the total business of the country which is 
carried on on Western methods. Thirdly, England is 
near to other great gold markets. Fourthly, her 
financial houses are numerous and able. There are a 
vast number of able minds at work on her financial 
problems. Mr. Bagehot, than whom there is no higher 
authority on such a matter, says that there never was, 
since the world began, so high and massive a brain- 
power applied to any one question as is applied to these 
questions in England : and, so far as the mass of the 
ability goes, of course, India is not on a level with 
England. England’s banking system is very highly 
organised, especially by the aid of the branch banks : 
it would take too long to develop that, but, I believe, 
the influence of the branch banks upon moderating 
stringency in England is greater than it appears, 
relatively to that of the rest of the banking system. 
Partly for this reason, currency drawn from London 
in the spring or autumn completes its circuit quickly ; 
more quickly than in G-ermany ; and, of course, much 
more quickly than in India. All these considerations 
seem to me to point to the necessity of working rather 
on the Hues of the German Reichsbank than on the 
lines of the English Bank with regard to the regulation 
of the currency. I believe it is not generally known 
that the plan of the German Reichsbank of providing 
for increased issue in time of difficulty is not 
inconsistent with the principles of Sir Robert Peel 
himself. It came out in the evidence before the 
House of Commons Committee of 1848 (it did not 
come out at the time) that Sir Robert Peel had not 
supposed that his Act could be maintained under all 
circumstances ; and had told Mr. Cotton, Governor 
of the Bank at the time, that it might be necessary 
for the Government to assume the responsibility of 
suspending it (Q.4057) ; and Mr. Cotton, while holding 
that the Act should not be relaxed, says (Q. 4344-5) 
that the Act would be unnecessary “if the Bank 
“ acted always on sound and well-defined principles ” ; 
and that these principles were already “ better under- 
stood than they were in the year 1839 ” the events 
of which had, I think, much to do with Sir Robert 


Peel’s decision not to leave the ultimate responsibility 
with the Bank. The Committee of 1857 had before 
it Lord Overstone’s evidence that the principles of 
the 1844 Act had been much misunderstood, and 
that its framers realized that, though a contraction of 
the currency will check an external drain, “ it will 
“ not check or correct the demand for internal 
“ purposes” (Vol. I., Q. 4239) ; and the Committee 
(Report, §§ 71-74), referring to Mi*. Cotton’s evidence 
in 1 848, “advert; to tliequestion whether provision should 
“ be made in advance for such contingencies [as those 
“ of 1817 and 1857], and the conditions expressly laid 
“ down on which the issue of an increased number of 
“ Bank notes may in time of pressure be allowed”; 
and they “ think that such a provision could not be 
“ regarded as any violation of the principle of the 
“ Act of 1844.” The scheme at which they hint is 
conservative, and may be taken to have foreshadowed 
the German plan of enabling the Reichsbank to 
increase its issues to meet any emergency, whether 
due to the variations from one part of the year to 
another, or to a variation in one particular year of the 
general course of business. The elastic plan of allowing 
the Reichsbank to increase its own issues under 
certain conditions, the chief of which is that it should 
pay a tax to the Government, does seem to me to have 
worked well. I have read criticisms of writers on 
banking in other countries, who talk of England as 
being too conservative because she keeps to an 
old rigid rule, which was adopted to meet a diffi- 
culty which has passed away, and which probably 
will never return quite in the same way. It would 
seem to me that, if the Government is to prevent 
difficulty arising in India, not from a real weakness of 
India, but from the mere absence of the flux — the 
currency needed to make business move, — it must go 
on the lines of the 1844 Act, somewhat modified as in 
the Reichsbank Act. I do not mean that it should 
follow the letter of the Act, but the principle of it. 

11.777. The Reichsbank has the power of con- 
tracting its issue when the need for additional 
currency passes away? — It lias the interest to do so. 

11. 778. It has the power as well as the. interest, 
has it not ? — Certainly. 1 may say that it is generally 
understood that the Reichsbank Act may require to be 
altered, because the business of Germany has grown 
so much since that Act was passed ; but. the principle 
is, I think, good. 

11.779. {Mr. Hambro.) Has the Reichsbank to 
get any Chancellor’s letter, as in England ? — Ho, its 
action is automatic. 

11.780. {Chairman.) What do you take to be the 
immediate effect of a change in prices ? — A fall in 
the value of currency lowers all dues enforced by 
contract or custom. Creditors and lessors can often 
defend themselves against injury in this matter ; for 
creditors are often quite as able to foresee changes 
in the purchasing power of money as borrowers 
are ; and they can accommodate the interest which 
they charge to coming events. Also they can often put 
pressure on their debtors indirectly. This last power 
is even greater in the case of lessors. That is shown 
in the history of inquiries into agricultural depres- 
sion. It is always found that, when the rent which 
the farmer has contracted, to pay is higher than the 
land is really worth, the landlord sees his way to 
making improvements that he would otherwise have 
left the farmer to make or to go without ; but employes 
cannot, as a rule, foresee ; and they have less power 
of acting on their knowledge. The consequence is 
that a rise of wages is seldom or never as fast as that 
of prices when the cause of the rise is an increase 
of the currency, that is not accompanied by an 
increased command over nature. 

11.781. Do you hold that the ultimate effects of such 
a change depend partly on the rate of general economic 
progress ? — Yes. A sudden fall in the purchasing 
power of currency, that is to say, a sudden rise of 
prices, may be due to a very bad harvest at home, and 
then it is clearly an evil ; or it may be due> to a. bad 
harvest elsewhere, as the rise in Indian prices in 1891 
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was caused mainly by the Russian famine, and that 
was good for India. But, especially in the West, a 
sudden rise of prices is generally the result of either 
currency inflation or improvement in credit. In so 
far as the rise of credit is a revival after the industrial 
system has been purged from its impurities by the 
preceding period of low credit, it is a welcome sign 
of recovered health. But the movement would belts 
beneficial for the time if it were accompanied by a 
more cautious use of credit and more uniform prices ; 
and in the long run it would be more beneficial. As it 
is, the inflation causes lenders to be careless ; all 
business men seem to be having a large margin of 
profits ; speculative buyers can borrow and become 
rich by selling for many counters what they have 
bought for few counters, and their gains, which add 
nothing to the common stock, are merely the result 
of successful raids on the common stock ; and these 
gains give to business a fictitious appearance of pros- 
perity. In such times, as is shown by the evidence 
before the last Commission on Depression of Trade, 
there is relatively little improvement in machinery and 
general plant. The seeds of progress are not sown in 
those times of apparent prosperity. Ho doubt employ- 
ment is then generally full, especially if England is ex- 
porting fast ; and she is likely to be exporting fast in 
consequence of her lending fast to other countries, 
South America above all others. When she has been 
exporting fast to South America, there has been 
plenty of employment in making goods to be ex- 
ported, but, as a rule, little has come back afterwards. 
During that time money wages have been rising very 
fast, but not real wages. I admit that, on the other hand, 
a sudden rise in the purchasing power of currency, that, 
is, a sudden fall of prices, presses hardly on business 
enterprise of all kinds. It is likely to make many 
employers fail, and generally to interrupt industry. 
Credit shrinks, and disorganisation is apt to spread 
from one part of the industrial world to another. 
Such a fall of prices is an almost unmixed injury 
to the employe, as it is to the employer; but a fall 
of prices of this kind is seldom or never the pro- 
duct of natural causes. It is nearly always, if not 
always, the result of a previous inflation of prices 
and the launching of frail enterprises by fraudulent or 
incompetent people who have floated into prosperity 
at the cost of others on the top of the wave of rising 
prices. To attribute this social malaise to the 
fall of prices, instead of to the previous morbid 
inflation which caused it, is as reasonable as to 
attribute the headaches which follow a night 
of feasting and rioting to want of a sufficiently 


nourishing breakfast, instead of to the bad con- 
dition of the digestive organs that took away 
the appetite for breakfast. This is, perhaps, the 
chief centre of difference between those bi-metal- 
lists who, like myself, wish for bi-metallism only as a 
means of diminishing fluctuations ; and those who wish 
for it also, and perhaps, mainly, as a means of raising 
prices. It is agreed on all sides that violent fluctua- 
tions of prices are an evil in the long run : but the 
difference of opinion is as to whether it is the sudden 
rise of prices, or the subsequent fall, which is mainly 
responsible for the evil. England passed through great 
crises and violent fluctuations of prices early in the 
century ; and you will find an important body of opinion 
on the part of not only professional economists, but 
of business men, at that time that a rise of prices was 
not really beneficial to industry. But the memory 
of that passed away, and I will confess that, for 10 or 
15 years after I began to study political economy, I 
held the common doctrine, that a rise of prices was 
generally beneficial to business men directly, and 
indirectly to the working classes. But, after that time, 
I changed my views, and I have been confirmed in 
my new opinions by finding that they are largely 
held in America, which has recently passed through 
experiences somewhat, similar to those of England 
early in the century. The reasons for the change in 
my opinion are rather long, and 1" gave them at some 
length before the Gold and Silver Commission. I 
think, perhaps, I had better content myself now with 
calling your attention to the fact that the statistical 
aspect of the matter is in a different position now. 
The assertions that a rise of prices increased the real 
wages of the worker were so consonant with the 
common opinion of people who had not specially 
studied the matter, that it was accepted almost as an 
axiom ; but, within the last 10 years, the statistics of 
wages have been carried so far in certain countries, 
and especially in England and America, that we are 
able to bring it to the test. I have accumulated a 
great number of facts, but nearly everything I have 
accumulated is implied in this table. It is copied 
from the article by Mr. Bowley in the “ Economic 
Journal ” for last December. It, is the result of work 
that has been going on for a number of years, and 
seems to me to be practically decisive. It collects 
the average wages in England from the year 1844 to 
the year 1891, and then calculates what purchasing 
power the wages would give at the different times, 
and it shows that the rise of real wages after 1873 
when prices were falling was greater than before 
1873 when prices were rising. 


Average Real and Nominal Wages in the United Kingdom, France and the United States 

as Percentages of those in 1891. 


Country- 

1844-53. 

1854-63. 

1864-73. 

1874-83. 

1884-93. 

1891. 

United Kingdom^™ 1 ' _ ' _ ‘ 

- 

61 

53 

73 

5t 

82 

59 

93 

82 

95 

97 

100 

100 

/Nominal - 

Franoe lKcal 

_ 

52 

65 

73 

86 

95 

100 


55 

61 

i 67 

78 

94 

100 

United States 

- 

53 

54 

58 

53 

I 

72 

57 

86 

76 

95 

95 

i 

100 

100 


11,782. ( Sir J. Muir 3s Might I ask what is the 
difference between “ nominal ” and “ real,” in con- 
nexion with this table ? — The real wages are the 
amount of commodities which the labourer can buy 
with his money wages. Supposing wages wen' 30s . 
in one place and 32s. in another, the real wages in the 
first case would be the commodities which 30s. would 
buy at the price of that time, and in the other the com- 
modities which 32s. would buy. I may say that all the 
figures, and especially those for France, are liable to 
certain errors, which are most conscientiously explained 
by Mr. Bowley in his article. They are not sufficient 
to detract much from the force of broad inferences 
based upon the figures. 


11.783. Sir F. Mo watt.) I do not quite understand 
how you get the full value of hundred to-day ? — He 
puts everything up to 100 for 1891, and then works 
back. 

11.784. But does he take the real and nominal as 
identical now? Where he takes the 100, does it re- 
present the real and the nominal ? — He makes the 
standard for real wages 100 in 1891. and he makes 
also a separate standard for the nominal wages in 
1891 of 100, and then he works it out upon those. I 
now produce a diagram representing the facts for 
America. It has been very largely used in America, and 
has had a great deal to do, probably more than any other 
single statement of facts, in diminishing the belief 

Y 3 


Prof. 

A. Marshall 
11 Jan. 1899. 



m 


INDIAN CURRENCY COMMITTEE: 


Prof. among the people that they could improve their position 
A. Marshall, inflating the currency, (. For this diagram. , see Ay- 

T ~ pendicv.) I should say that that diagram is compiled 

. i. Jan . 1899. ^ a mere arithmetical process, from a report made 

at the instance of the United States Senate Com- 
mittee. It is, of course, always difficult to he certain 
that there was no ulterior motive in the appointment 
of any committee to make a statistical inquiry: but it 
is quite certain that, if any such motive was at the 
hack of the appointment of this Senate Committee, it 
had nothing whatever to do with this particular 
question; and therefore, so far as this particular 
question is concerned, it may be taken without question 
as an impartial investigation. The work was practi- 
cally done entirely by Professor Falkner, who 
approached the question from a purely statistical and 
scientific point of view. 

11.785. Do you draw any distinction between the 
cases of England and India in the respect vou have just 
alluded to ? — Yes, I do. It seems to me that nature, 
who often plays unkind tricks as to the supply of gold 
and silver, has been benevolent in putting a liking 
for gold into the West, and for silver into the 
East. Eor improvements in transport and production 
have made the labour of the Western worker, and 
especially of the English worker, very much more 
effective in producing commodities than it was not 
long ago. Eor the Englishman, I should say, it had 
been nearly doubled, and it is' therefore well, in my 
opinion that a sovereign should command nearly 
twice as many commodities as before. Taking the 
course of events as it has been, I do not think it 
would have been good to have had a gold currency in 
India during this time. That would no doubt have 
caused a real stringency. Prices would have fallen, 
not only as measured in terms of commodities, but as 
measured in terras of labour ; because India has not 
been able to keep pace with the Western world in the 
command over capital, in the command of those 
resources which make labour effective. Her unfor- 
tunate liking to invest in barren stocks of gold and 
silver, together with other causes, has made her unable 
to keep pace with the West, or even with Japan ; 
though, when one complains of the slow progress 
of India, one must recollect that there is scarcely any 
other old civilisation in the same latitude, and with tlic 
same difficulties, that has made progress to be compared 
with that of India. 

11.786. On what principle should you estimate the 
amount of interest that the Government of India has 
in the value of the rupee ? — One frequently hears 
estimates of the interest that the Government has in 
a rise or a fall of the rate of the exchange on London. 
Now, I do not think that it is possible to state what 
that interest is without enquiring whether the origin 
of the change is in circumstances affecting the rupee or 
the sovereign. It seems to me that there are these 
two distinct elements : the Government of India has 
direct interest in the value of the rupee, and it has 
interest in the value of the sovereign ; but its real 
interest in the rate of exchange is chiefly indirect. 
Eor the effect of a fall in the exchange which was 
caused by a rise in the value of the sovereign, the 
rupee being stationary, would be, in my opinion, 
quite different as regards the interest of India, from 
the effects of a similar fall caused by a fall in 
the purchasing power of the rupee, the sovereign 
remaining stationary. Therefore, I would like to 
take the ..two parts separately. The permanent interest 
of the Indian Government in the value of the rupee 
is limited to its fixed land dues. In respect of the 
importance of those dues, it is unique among great 
governments conducted on Western principles. Its 
permanent interest in the value of the sovereign is 
limited to its debts in gold. But, next, as to interests 
which are not perpetually fixed, but yet are very 
firmly rooted ; it has a very heavy interest in the value 
of the rupee extending over perhaps 15 years or a little 
more, the average remaining life of the non-permanent 
leases. It has also a sub-permanent interest in taxes ; 
because^ though equitably it can raise those so as take 


its share of the growing wealth of the country, its 
freedom of action is practically limited by the necessity 
for going rather more slowly and in a rather less 
aggressive manner in the East than is possible in 
the West. Lastly, it has an interest as an employer 
of European labour, in the ratio between the rupee 
and the sovereign, independent of their absolute 
values ; that is in the rate of exchange. If 
they both rose equally, or both fell equally, these 
difficulties would he small. As regards railways, I 
think those difficulties are, perhaps, less than appears. 
For I do not think it is possible for a, railway ever to 
have fixed upon the ideally rigid, tariff, and 1 think 
that the number of eases in which any railway would 
lose much by deliberately lowering its tariff is small ; 
and, therefore, I think that the indirect lowering 
which arises from a fall in the value of the rupee, is 
not so great an evil to the railways as is commonly 
supposed. As regards the prices of stores and railway 
plant, the Indian Government has no interest in 
the value either of the rupee or of the sovereign, in 
addition to the considerations already mentioned; 
because it buys them as a trader, and gives commodi- 
ties for commodities. These difficulties are in them- 
selves considerable, but the main importance of most 
of them arises from their bearing on the central 
difficulty of the position of the Indian Government, 
which is not directly connected with either the rupee 
or the sovereign, and would remain if the whole world 
had the same currency. This difficulty is that the 
immense increase in the wealth and prosperity of the 
Western world, which began in the second third of 
the present century, and has gone on ai an ever- 
increasing pace since the close of the period of the 
great wars, has made the resources at. the command 
of the Western Governments beyond all comparison 
greater than any known before. These resources an* 
spent on civil government and on military preparations. 
The administration of law, education, and sanitation are 
more thorough and more costly in terms of labour, and 
far more costly in terms of commodities, than they were. 
Military expenditure has grown perhaps even faster. 
If the supplies of gold had been sufficient to maintain 
uniform prices of commodities, then the. apparent 
expenditure of all Western Governments outside the 
service of their debt would have been nearly doubled. 
The present direct expenditure, of the English Govern- 
ment would be perhaps lot) millions, and that of local 
authorities about as much again, after deducting for 
post office, waterworks, and other remunerative out- 
lays ; and the people would have probably protested 
effectively against the increase. As it is, they have 
submitted more or less willingly. In the East there 
has been no such surplus to dispose of, and yet moral 
considerations have required the Indian Government 
to follow at no very long distance behind the Western 
Governments in their civil undertakings. As regards 
their military undertakings, I do not wish to express 
any opinion as to their necessity. I am no judge of 
that. But, as to the civil administration, the English 
officials have to be brought away from a country where 
real salaries are high. And, while I fully recognise 
the duty of the Government to substitute cheaper 
services wherever they would do the. work ; and while 
I hold very strong views as to (he wrongfulness of 
any unneedful expenditure of Indian funds — while I 
hold that that ia short-sighted and foolish, as well as 
wrong — I yet think that the purchase of services 
that are inadequate for their work is wasteful ; and I 
do not think that India could obtain the services she 
requires, taken one with another, at a much cheaper 
rate. I wish to say that, because, having a good deal 
to do with the teaching of students who are natives of 
India, I find that they often do not hold what 1 con- 
sider sound views upon the conditions of true economy 
in public administration; and I think I ought to bear 
my share, as one of my generation, in insisting that, 
on the whole, taking one thing with another, the Civil 
Government of India is not an expensive government. 
Were it an expensive government,! think our presence 
in India would not be justifiable. In view of this 
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central difficulty arising from the fact that the standards 
of civil and military efficiency which are set by the 
West must needs put some strain on the less pro- 
gressive resources -of the East, I think the financial 
policy of India may be justified in departing a little 
from those maxims of perfection as to the preference 
for direct taxation to which the English Government 
should adhere; and, I think, it must take more 
account of popular sentiment than it would be right; 
for the English Government to take. I think it must 
ease its way by not accentuating needlessly the burdens 
which it is compelled to impose on the people. 
If the people could appreciate both sides of the 
question fully, that would he the best of all ; but, as 
they cannot be expected to appreciate fully the 
necessity for the growth of costly civil and military 
operations by the Government, it is, therefore, best 
not to make them think that the Government’s 
revenue and expenditure are increasing faster than 
they really are. In short, I conclude that moral and 
material progress are imposing new and costly duties 
on the Government of India, and armaments are 
increasing everywhere ; and, therefore, although the 
net amount of its fixed sterling payments is, perhaps, 
somewhat les3 than at first sight appears, its expendi- 
ture measured in terms of commodities must constantly 
increase, and should be raised in the least irritating 
manner possible. 

11,787. Before leaving that branch of the subject, 
will you say whether you regard the maintenance of 
the rupee at 1,9. 4< 1. as equitable, and, at the same 
time, do you regard it specially as a tax upon trade ? — 
The function of a legislator as regards currency is to 
do as little as possible. Almost any currency of 
which the position is certain will do its work fairly 
well. Frequent changes in its basis disturb expecta- 
tion, upset reasonable calculations, and infuse a spirit of 
unrest into business. They may all aim at increased cer- 
tainty, but their effect must on the balance be increased 
uncertainty. They resemble the frequent wakings of 
a patient in order to administer sleeping draughts. 
It was, therefore, with much doubt and difficulty that 
I brought myself to think that it was right to close 
the mints in 1893. But some of the strongest arguments 
against closing them then are now arguments against 
reopening them, and against, acquiescing in any other 
arrangement than a 1.9. 4 (/. rupee. I base myself 
partly upon the consideration that the original 
revenues were fixed in rupees — not gold rupees or 
silver rupees, but rupees — and that gold coins were 
legal tender well into the present century. I think, 
therefore, that the descendants of the original holders 
would have had no technical grievance if England had 
adhered to the gold standard throughout. Of course, 
the position of the Indian Government is weakened 
by the fact that, when gold was showing a sign of 
falling in value, it refused to take gold as legal tender. 
But still, taking history as a whole, I cannot see any 
technical breach of contract in moving the rupee some- 
what in the gold direction. Looking at the thing 
broadly, and without reference to recent events, I 
should think that it would not have been an unjust 
arrangement to say that two-thirds of the rents should 
be paid in terms of silver, and the remaining 
one-third in terms of gold. Now, ii you take one- 
third of a rupee at its old gold value, and two-thirds 
of the silver in a rupee, you do get just about Is. 4rZ. 
It seems to me, therefore, that, if the fixed rents were 
allowed to be paid in rupees, with open mints, this 
very great fall in the value of silver would throw the 
whole burden, or more than the whole burden, of 
the necessarily increasing expenditure of the Govern- 
ment upon taxpayers other than the permanent and 
sub-permanent holders ; and in that there would be 
an inequity, I think it would relieve them of some 
part of their proper share of the public burdens, and 
would thereby impose an unjustly large share of those 
burdens on other taxpayers. A slight injustice of this 
kind is sometimes a less evil than its rerhedy ; hut a 
rupfee at Is. 4$: seems to me a workable compromise, 
and substantially j list for public and private business 
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was worth, against the closing of the mints, it is no ~ q 

argument at all in favour of reopening them. On * aD * ‘ 

the whole it seems to me, as I have said, that a rupee 

at Is. 4 d. is a workable compromise ; and, although I 

have seen it stated that it is a tax upon trade, I have 

not been able to see that it is any tax upon trade at 

all. It is a tax upon those who have a specific 

quantity of rupees to pay under contracts made cr 

implied during the very short time that the rupee was 

of lower real value than now'; but, so far as future 

trade is concerned, it seems to me to be a change 

exactly like the adoption of the decimal system, and 

using the kilogram instead of the pound. 

11,788. What do you take to be the general relation 
between the Indian exchange and prices in India and 
England ? — India is so large that prices at her ports 
differ widely from up-country prices ; and. » partly for 
this reason, much of the produce of India is very little 
connected either as cause or effect with the course of 
trade. But, broadly speaking, the Indian exchange, 
both before and after the closing of the mints, has 
indicated the proportion between rupee prices at 
Indian ports and sterling prices at English ports ; 
and, subject to allowance for freights, &c. between 
India and England, the rule holds that the exchange, 
or the gold price of the rupee, is the ratio of 
sterling prices to rupee prices. Before passing 
to the way in which that works out, i would like 
to say a little on the interpretation of the phrase 
Ci general prices in India.” I have seen in current 
literature a good many arguments as to the general 
policy of the Government with regard to currency 
in India, which seemed to me to be incorrect, because 
they are based upon a comparison of London 
prices and Calcutta prices, and the tendency of pro- 
gress is, of course, to raise up-country prices of 
exports relatively to Calcutta prices. The papers 
written 50 years ago by Colonel Sykes, wlio, I think, 
was the first person who paid very serious attention 
to the higher statistical problems of India, showed 
very great differences between the up-country values 
and the tidal-water values. It is especially interesting 
to study these differences in the case of America, 
because America is on a gold basis and there is no 
break of gauge in passing from America to her chief 
customers. A number of people have made enquiries 
showing the velative movements in different parts of 
America, and I think it may be said to be established, 
broadly speaking, that there has not been any great 
fall in gold prices of agricultural staples up country.-' 

I have here one of a series of papers issued by the 
Sound Currency Committee of New York ; and, 
though it is avowedly written for a purpose, I think we 
can trust the diagrams, which show that the prices of 
agricultural produce at Dubuque, Iowa, fell much less 
than at tidal water. And here I have an elaborate 
set of diagrams, showing similar results for up-country 
markets throughout the United States, by Mr. Powers, 
Commissioner of Labour for Minnesota. His figures 
have been criticized ; but their general effect lias not 
been shaken. No one can look at these general results’ 
of Indian and American statistics without concluding 
that the statement that the prices in India have not 
risen lately is not a justifiable statement, if it is based 
upon Calcutta prices, and without allowing for the 
differences between up-country and tidal water prices. 

I have now to enter very much upon controversial 
matter, and perhaps it would be well that I should 
first state what is, I think, a matter of common agree- 
ment as to the causes that govern Indian exchange.' 

It is common ground that Indian exchange is raised— 
that is, made more favourable to India in the old 
technical sense of the word, which means more 
favourable to importers, and more unfavourable to 
exporters — by an increased foreign sale of Indian 
products. This may arise from increased foreign 
eagerness to buy these products, resulting in an 
improved rate of value for them in terms of the goods 
offered in foreign markets, or from increased- Indian 
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supplies of them at tlie old value. Or it may arise 
from diminished Indian purchases of foreign products, 
including gold and silver; and this may be caused 
by a diminished eargerness on the part of India for 
them* or by diminished offer of foreign stocks of them 
at a rate which India will pay. Further, the Indian 
exchange may be raised by increased borrowings by 
India. It seems to me it is worth while to have 
these general considerations before us ; because they 
seem to show that, as regards discount, so with 
regard ro exchange, no general proposition is possible. 
One cannot say that a fall of the exchange is good for 
a country or bad. 

11.789. You say, “ Speaking generally, the Indian 
“ exchange is the ratio of sterling prices to rupee 
“ prices nl the ports ” Will you kindly amplify 
that ? — The Indian exchange is quoted as the sterling 
price of the rupee, that is, as the price in London of 
the command of a rupee’s worth of goods in Calcutta 
or Bombay. If the exchange is not by telegraph, 
something must, of course, be allowed for interest. It 
is worth the while of an English importer of, say, 
jute, to pay this price for a rupee, if the jute that he 
can get with a rupee will sell net in London for this 
price. By net is meant, after paying all the ex- 
penses; i.e., including insurance, interest for the 
time the capital is locked up in transit, and remu- 
neration for himself. Thus Indian exchange is 
the ratio which the sterling price of jute, after 
allowing for freight, &c., bears to the Indian price. 
In the same way, the exchange is the ratio that the 
sterling price of calico hears to the Calcutta price 
after allowance is made for freight, &c. The details 
of this had, perhaps, better be taken separately for 
the case in which the imports of silver directly affect 
the currency of India, and the case in which they do 
not. The latter case is really the simpler. 

11.790. Now, will you say how this works out? 
— Since the mints were closed, the currency of India 
lia 3 consisted of Government notes printed on silver. 
Their value is governed in the main by their amount 
relatively to the work which they have to do ; account 
being taken of the fact that apprehensions as to the 
stability of the value of such a currency will affect 
the amount of purchasing power which people care to 
keep directly or indirectly in the form of currency. 
The Indian exchange is then governed by the relation 
between gold prices and rupee prices, being, in fact, 
an expression of the ratio between them. I will work 
this out in detail with reference to the trade of the 
all-round merchant. There is not, really, a very great 
difference between his case and that of the man who 
exports without importing in return ; because, by aid 
of the exchange banks, the mere exporter is now almost 
in the position of the all-round merchant. The all- 
round merchant’s case is the typical case. I mean the 
man who exports and imports back again. If an all- 
round Calcutta merchant exports jute and imports 
calico, he makes a good business, provided, first, jute 
is in great demand in England and calico plentiful 
there, so that he can get much calico in London 
for the price of each bale of jute ; and, secondly, 
calico is in great demand in Calcutta, and jute 
plentiful there, so that he can get much jute in 
return for each bale of calico which he imports. 
These are the things that really affect his prosperity. 
The currency does not affect it directly. If he knows 
that he can get 100 bales of calico in London for the 
price of 300 bales of jute, he does not really want to 
know what the price is, it might be given to him in a 
sealed bag. If the contents of the bag were guaranteed 
to purchase him his 100 bales cf calico, that is all that 
he would want to know. If the 100 bales of calico 
would sell in Calcutta for the price of 450 bales of jute, 
and the price of 150 hales would enable him to pay 
all expenses of the double traffic with profits to 
himself, then the business would be profitable, other- v 
wise not. If there were to be a suddenly increased 
issue of rupees, and Calcutta prices rose, so that 
Bs.120 were needed to do the work of 100 ; then the 
exchange would instantly follow suit, if there were 


no other disturbing cause at the time. But, of 
course, there might be a disturbance. The credit 
of the country would, perhaps, be lowered, and 
this might make foreigners withdraw capital from 
it. That withdrawal would injure the country as 
a whole, and the exporters themselves in the Jong 
run ; but, for the time, it would be a powerful bounty 
on exports : and a real bounty due to that cause ex- 
porters sometimes get, and attribute it to a different 
cause, viz., the direct action of the fall in the exchange. 
Again, the change under discussion— the increase of 
the currency — might lead people to avoid rupees and 
seek gold and silver bars for their hoards. This is a 
special case of an increased desire on the part of India 
for a commodity (silver is now one) such as silver, 
petroleum, and diamonds, from whatever cause 
arising. Let us, then, leave this illustration with 
regard to an increase of the currency, and take 
what has been, in fact, the chief cause of increased 
purchases of these commodities by India — the 
increased output of American and African mines. 
Well, the increased desire for petroleum, diamonds, 
and silver, any or all. would make India bid more 
eagerly for foreign produce, and give more jute, &e., 
in return for it. The way in which this would 
work out in the exchanges would be as follows : 
The importers of diamonds, petroleum, and silver, 
would need bills oil London, and pay an increased 
number of rupees for a bill for 1,000/., that is to 
say, in technical terms, the exchange would fall. 
Its first effect would be to give a real bounty to 
exporters of jute, and impose a real burden on im- 
porters of calico. After a while, the price of jute would 
have fallen a little in London, and the price of calico 
would have risen a little in Calcutta. The rupee 
would count for less relatively to calico, the sovereign 
for more relatively to jute. The all-round merchant 
might have to sell 320 bales of jute instead of 300 in 
London, in order to get 100 bales of calico, but he 
would get his own again because he would sell his 
calico at home for the price of more jute than before. 
And if, in this state of the trade, be stopped off from 
importing, he would require to obtain a larger number 
of rupees than before for a bill of 1,000/. Thus the 
increased demand of India for foreign goods would 
lower the exchanges, and it would keep them low so 
long as there was no other change in the situation 
except this increased demand; that is, especially, so 
long as there was no change in the supply of rupees or 
gold relating to the work they had to do, and this sup- 
position implies that the mints arc not open to silver. 
A permanent alteration in the rate of exchange due to 
such causes as these is the outward expression of a 
change in the real terms of trade bet ween India and 
other countries. But an alteration in the exchange due 
to changes in the currency of India or other countries 
has no such deep signification. It may disturb the 
business relations of individuals, it does not as a rule 
modify the substantial trade relations of countries. 
Even if the Indian mints were never reopened to silver, 
an increased production of silver in the West might 
lead to a permanent increase in India’s eagerness 
for foreign imports, and a permanent alteration 
in the terms on which she obtained them, just 
as was done on a smaller scale by the African 
diamonds and the American petroleum. The case of 
silver resembles that of diamonds more nearly than 
that of petroleum. For, if the price of petroleum falls, 
people buy more of it to use at once ; they do not wait 
to. see if the price will fall even more next year. But 
with diamonds and silver it is different. A fall in 
their price sometimes make buyers more eager, some- 
times it makes them hold off in expectation of a 
further fall. The want of correspondence between 
changes in the real price at which silver could be 
bought, and the amount of it which India will take, 
may, perhaps, be explained by those who know the 
history of Bazaar rumours. I have been told by 
natives that there is a good deal to be learnt in that 
direction. Of course, I never got below the surface 
at all, but to me it is inexplicable. The common 
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saying that the course of the rupee cannot he pre- 
dicted as that of any Western coin can, seems to me to 
derive its chief justification from this fact. It seems 
to me that nearly everything is explicable about the 
rupee with a little patience ; but on this point I confess 
the action of the rupee is quite inexplicable to me. 
What I cannot understand is the relation between the 
price of silver and the imports. For instance, if one 
takes a diagram showing the net imports of silver into 
India, and the net imports of gold into India, and the 
rate of exchange, one has a paradox that one cannot 
solve {see Appendix). I thought that such a diagram 
must yield something to study; but, though the causes 
of some of the most striking movements of these net 
imports are well known, I can get nothing out of it that 
suggests a general law connecting movements of these 
iuiports and movements of the exchange. As one 
instance, I may mention that the Superintendent of the 
Post Office for the ISTorth- Western Provinces in 1886 

I am quoting second-hand — states that the import 

of gold was increased considerably, because of the 
rise in its rupee value. People thought that the 
rise in its rupee value was going on fast, and for that 
reason they imported on a very large scale. But in 
1892-03 gold was on the balance exported, because 
speculators and hoarders took their profits on the 
purchases of earlier years, preferring not to wait 
longer. 

11,791. Do you wish to say anything as to the 
different relations which affected the question when 
the mints were open ? — W^hen the mints were open, 
importers of silver into India were secure of a better 
market, and therefore a fall in the Western price of 
silver was liable to disturb trade more. There weie 
some re-adjustments of price levels, rupee prices at 
the ports being specially plastic, as Mr. O’Conor 
has told you. Sterling prices might yield temporarily a 
little in some cases, but ere long equilibrium was 
reached with more silver and higher prices in Indian 
ports than there otherwise would have been. To go 
over this difficult question again somewhat in detail : 
the gold price of silver having fallen, eithei the relation 
between gold and silver prices of the chief commodities 
in trade would quickly re-accommodate itself to the 
new gold value of silver or it would not. If it did, 
as in my belief it would, the rupee prices at the ports 
would rise nearly in proportion to the increased value 
of gold in terms of silver. It is however true that, if 
there happened to he a growing scarcity of gold, or 
orowm«* facilities for the production, and tianspoifc of 
cotton, Iron, &c., the gold prices of these things might 
fall to meet the rupee prices ; (and this did in fact 
often happen between 1873 and 1885). In what- 
ever way the re-adjustment was made, provided only 
it was made quickly, the premium on the exporta- 
tion of Indian goods in return for silver would be 
small and would quickly pass away. If on the other 
hand there were no rapid re-adjustment of relative 
prices, the premium on the importation of silver 
would lead to a bottomless demand for it. Silver 
would be exported by 20,000,000/. or 30,000,000/ 
worth a year, if there were no re -accommodation of 
the relations between gold prices and silver prices. 
For it would then be profitable for anybody what- 
ever to buy silver and take it to India and buy 
commodities, and the flow of silver to India must 
reach enormous figures. As a matter of fact, there 
has never been any large and persistent import of 
silver into India which can be attributed to this 
cause, and therefore we are compelled to admit that 
prices at the ports accommodate themselves very 
quickly to the new conditions. I do not say that 
inland prices accommodate themselves rapid ) . 

11 792. Would you wish to add anything on the 
question whether a depreciating currency gives a , 
bonus to any of those engaged in producing for 
export?— The influence of a relatively depreciating 
currency upon the position of the exporter has been 
the subject of a very long controversy in wiuen I 
have taken a somewhat lengthy part, as a good deal 
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of my evidence before theG-old and Silver Commission Prof. 
bore upon that subject. I find that those who think A. Marshall. 

that a relatively depreciating currency gives a bounty 

to the export trade, generally quote in support of their 11 *^ au * 1899 * 
conclusion facts which I should not dream of calling 
in question, and I think it may be well to state what 
seem to me to be matters common to both sides, 
matters which are not in dispute. The dispute is 
whether from these facts it follows that a depreciating 
currency gives a bounty to the export trade. It is 
common ground that, if the price at which, an exporter 
sells his goods in foreign markets he taken as fixed, 
then a fall in the value of his own currency, relatively 
to foreign currency, of one per cent, increases his gross 
currency receipts by one per cent., and is likely to 
increase his profits in a much larger proportion, or to 
turn a loss into a profit. Expert witnesses have been 
called, and numerous expert writings have been written 
by people making a point of the fact that they are 
actually engaged in trade, and in a position to prove 
that this is the experience of practical life. But really 
no experience is needed : the result follows from an 
elementary application of the first rules of arithmetic : 
and it has never, as far as I am aware, been doubted by 
any person in the world. It is common ground also 
that, if the currency in India is rising in value, while 
that in, say, China, is falling in value, then the em- 
ployers in India, having to pay relatively increased 
fixed charges, salaries, wages, &c., may be com- 
plaining of hard times, while the employers in China 
are making good profits. This will, perhaps, be 
expressed by saying that currency changes are giving 
an advantage, or a premium, or a bounty to the 
Chinese employers as compared with the Indian. If 
these employers in India are producing for export to 
foreign countries, they may be described as exporters ; 
and it may be said then that the Chinese exporters 
have a bounty in comparison with the Indian exporters. 

But this appears to me to be an incorrect way of 
expressing an undoubted fact ; for, first, the gain of 
the Chinese employer is independent of the accident 
that his goods are exported; and, secondly, it is at the 
expense partly of the creditors who are financing his 
export industry, but mainly of the employes in it. 

How, if one says that the export trade of a country 
is conterminous with the undertakers of business 
enterprise, who are generally employers, and that any- 
thing that benefits the employers is a bounty on the 
export industry, then the proposition may be conceded. 

But, as I hold that the creditors who finance an 
industry that produces for export have some share in 
the export trade, and that the employes who make 
the thing for export have a very large share — quite 
as large a share as the undertaker, — holding that, I 
do not admit the proposition. If the statement is that 
a depreciating currency gives a bounty to the employer 
who is producing for export, I admit it; only, I add, 
the bounty is just the same, and at the expense of just 
the same people, as that which he would get from a 
depreciating currency if he were producing for his 
home market, and not for export. Again, it is common 
ground also that, when a country lends capital or 
returns any of its borrowings, or increases its payment 
of foreign dues (for example, increased sales of 
Council bills), or has increased its imports above 
their wont, then there is an increased demand for 
exporters’ bills ; that this is necessarily accompanied 
by a fall in the value of that country’s currency rela- 
tively to foreigu countries, causes a stimulus to exports, 
and increases, for the time, the profits of exporters. 

But all this does not go to show that a depreciated 
currency is a bounty to exporters in the way of 
causing an increase of exports relatively to imports. 

On the contrary, any stimulus to exports relatively to 
imports which is not accompanied by lending to 
foreign countries, or returning loans, must necessarily 
be followed and compensated, by an exactly equal 
falling off of exports relatively to imports. For it 
causes an excess of exporters’ bills, and that gives at 
once a bounty to imports. If the bounty is not sufficient, 
the discount on exporters’ bills rises, and, therefore, the 
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bounty on imports rises, until precious metals or other 
goods come in. In other words, a bale of jute has to 
be sold in London for a price that will bring back 
enough yards of calico to fetch, in Calcutta, a price 
that will pay for the jute and the expenses of the 
traffic. Here I am getting back on old ground. 
Whether this can be done or not depends, so far as 
London goes, on the needs of England for jute, in 
comparison with their power of producing calico ; 
(sovereigns are mere counters in the transaction) ; 
and, so far as Calcutta goes, it depends on the 
needs of India for calico, in comparison with her 
power of producing jute. Rupees are mere counters 
in the dealings between the two nations, though 
not in the dealings between individual members 
of the nations. Nor is the case altered if we interpose ? 
a third country, and look at the competition in neutral 
markets between countries with a depreciating cur- 
rency and countries with a currency that is not 
depreciating. Let us suppose, for instance, that 
China tea and Indian tea of equal quality are sold in 
London, presumably at the same price, and therefore 
in return for the same amount of English goods. If 
the Chinese currency is depreciated, a smaller part 
of the value of these return goods will have gone to 
the employes and to the creditors in China with 
whom the capitalist tea grower has relations, but that 
is a distribution within the country. It is a gain of 
one class at the expense of another. The change 
in the currency does not affect the amount of calico 
which can be brought back for a chest of tea of a 
given quality, and therefore it does not affect the 
advantages of the trade as between the nations. 
Of course, both countries hare dues in Europe, and 
cannot bring back European goods in return for all 
their exports, China and India being both borrowers ; 
but, so far as these are concerned, local currency 
counts for nothing at all. The question that is of 
importance to them both, as regards paying dues in 
London, is, whether they must, give more tea to buy 
the means of paying 100/. in London than before ; 
and, if the Chinese tea and the Indian tea are of equal 
qualities, the same number of pounds of Indian and 
Chinese tea will go for the purpose of paving a given 
due. It is, however, quite natural that capitalist 
employers in a country in which currency is nor, 
depreciating, should look with envy on the position of 
those who can pay wages and other dues in a depre- 
ciating currency, and therefore retain for themselves a 
larger share of the price which they get for their 
goods, whether sold in the home or foreign markets. 
But this envy has little effect on the " course of 
Jrade. If gold prices have remained stationary, 
while the rupee lias depreciated 10 per cent, in terms 
of commodities, then the employer in India is better 
off than English employers. He gets 10 per cent, 
more rupees for his produce, whether he sells at home 
Gr abroad : he has to pay but few more rupees in wages, 
since wages have not risen fast; and so lie gets higher 
profits whether lie sells at home or abroad. Most of 
his sales are, in fact, to gold countries ; so he regards 
as a benefit arising from the exchange and accruing to 
the trade what is really a benefit arising through the 

The witness 


depreciation of the currency and going to the employer 
chiefly, but being taken from the employe. 

11,793. Do you think India especially hindered 
from obtaining a gold standard, or a gold currency, 
by reason of her poverty, and the fact that she has to 
make gold payments? — I think she is hindered, but I 
think the difficulty, on examination, appears much 
less than at first sight. The difficulty of keeping 
gold in a country seems, to arise from its having 
been required to make large payments abroad, 
especially on short notice. When foreign capitalists 
withdraw their capital, which they commonly do when 
credit is bad, something or other must he sent to meet 
tlu* country’s obligations, under pain of bankruptcy; and 
those things which have the most elast ic market, and are 
most easy of transport, naturally go first. Diamonds 
are as easy of transport as gold, but they have not as 
good or as quick a market as gold ; therefore, gold 
goes first, and silver second, if a. country is outside 
of the Western world Butin the Western world flu* 
first line of defence is not. now in gold or in silver; 
the first line of defence is in International Stock 
Exchange securities. Poor countries, unfortunately, 
seldom have such ; they hold very few securities, exeunt 
their own, and those are specially unmarketable at such 
a time. The developments of modern business have 
caused a country to be liable, under severer penalties 
than before, to pay up many millions' worth of* capi- 
tal at short notice ; and this first, line of defence, 
International Stock Exchange securities, is not 
largely available for poor countries, including, I 
believe, India. I admit that to be a very great, diffi- 
culty, but that seems to me to be the only point in 
which India is in a specially bad position. As 
regards the second line of defence, (he precious 
metals, she is perhaps in a particularly strong 
position. She normally imports l i cron-s' worth, and, 
therefore, she could pay 11 crores abroad by merely 
suspending her normal imports. The third line 
consists of goods which are portable, valuable, ofelastio 
demand, having well-organised world markets, and 
having also a well-organised local machinery for 
collecting them from up-country, and putting (hem on 
world markets. In this third line, India, is stronger 
than almost any other country (bat is not, rich. Her 
exports of cotton in various forms equal about 
20 crores, and imports of cotton nearly 30 crores. 
Now, cotton is a portable commodity, and elastic in 
the world’s demand; and, therefore, by importing less 
and exporting more, she could meet, a portion of her 
debt. Again, she exports hides, rice, and tea for 
about. SO crores. The world markets for hides and 
rice are large and elastic; anti, so long as Chinese 
competition remains strong, it may be said that the 
market for tea is elastic, because Indian tea could 
push out Chinese. If Indian tea had completely 
pushed out Chinese tea, then tea would he for this 
purpose rather a bad defence, just as coffee is in the 
case of Brazil. Jute, I should think, is also elastic, 
since there are other fibres in some competition with it, 
though perhaps not so elastic. Moreover, there are 
some (although not many) of India’s imports, other 
than cotton goods, which are not indispensable. 

withdrew. 


Adjourned. 



MINUTES OF EVIDENCE. 


179 


Professor Alfred Marshall, recalled and further examined. 
(!6lh February 1899.) 


11.794. (J/r. he Marrhanf.) In your evidence at 
question 11,7(35 you say that the “ high rate of 
u interest on permanent investments in India seems 
ii to be attributable partly to a relative scarcity of 
i: real capital.” Would you from that regard the 
addition to the currency under open mints as not 
having increased the real capital of India ? — In my 
opinion it does not. it is very difficult to say what 
position the metallic currency of a country holds in 
its real wealth or real capital. It is a matter on 
which there has been a great deal of academic dis- 
cussion ; I think, to a great extent, the discussion 
has been with regard to the meaning of words. If a 
country has an unsound currency, say a paper 
currency, liable to large fluctuations ; and imports 
bullion to put that currency ou a. sound foundation ; 
then it does get a return for the expense to which it 
has been put in getting a sound currency. But when 
once 1 it has got a good currency; then if, through an 
unfortunate increase in the production from the mines, 
it lias to import a good number of millions of ounces 
of precious metals in order to make a more diluted 
currency do the work that the old currency did well 
before, that seems to me to be no increase of wealth ; 
the country is giving its real capital in return for a 
thing that merely causes people to carry about larger 
purses, and — so to speak — use more cumbrous weighing 
machines, without any increased ‘in their real wealth. 

11.795. If the additional currency is sent there 
because it is .cheap in terms of the money or of the 
commodities of foreign countries, if it is sent in 
preference to other commodities because it is the 
cheaper thing to send, there is a strong probability, 
is there not, that it will not be a gain to the country 
receiving it ? — So far I should say there will not be a 
gain. 

11,790. And the degree to which it would add to 
the real capital would depend on the circumstances of 
actual want for it and the uses of it ? — Yes. It 
would depend very much, I think, on the question 
whether the currency without that inc^ascd supply 
of precious metals was in a wholesome condition, or 
in one in which it was liable to be unduly disturbed 
by shocks to general credit. 

11,797. It has sometimes been suggested that, with 
open mints, the additional currency that arose from 
silver imports was a natural increase of Indian capital 
as distinguished from foreign capital, and formed a 
fund available for promoting local enterprises which 
would otherwise have depended on foreign capital ? — 
It does not seem to me that that statement, as it is 
commonly made, aud as it is commonly understood, is 
at all true. At the same time I should be unwilling 
to give it a direct negative, because there does seem to 
me to lie concealed behind it a certain element of truth. 
It seems to me that, as India is passing from what 
we may call a mediaeval condition to a modern 
Western condition, it is using a great deal more 
currency as a specific medium of exchange ou modern 
methods in lieu of the old fashioned barter and 
payment of dues in kind. That is giving India a 
commercial power, which she can only obtain by this 
means, that is, by having an increased number of what 
I may call weighing machines. So that, had the general 
level of precious metals not been disturbed by the 
increased production of the mines at all, I think it 
would have been necessary for India (unless she had 
developed a banking system which could not be 
expected in the circumstances), to import extra bullion 
in order to put her machinery of exchange on the 
efficient but expensive Western system. And. so far, I 
should not say that the bargain was a bad one for her. 

I imagine that part of the importation of silver was 
caused by this need for increased Western appliances 
and was not to be regretted, and so far did give her 
an increased power of meeting her own needs and 
supplying those things which meet the needs of the 


rest of the world, and thereby caused them to con- 
tribute to her needs. 

11.798. So far, in fact, as it supplied the necessary 
mechanism of circulation, which in this country 
would be provided by expansion of credit money 
or bv banking devices, to that extent it would be 
an advantage? — Yes, by expanding credit money or 
of course, expanding coin. 

1 1.799. Would you regard the importation of silver 
as having contributed directly to a higher level of 
prices in India ? — Yes, I think the level of prices is 
higher than it would’ have been had there not been 
so much importation of silver for currency purposes. 
Had silver not been imported for those purposes, 
then F think prices could not have risen and would 
probably have fallen, because there was an increased 
demand for currency owing to the adoption of Western 
methods of business. 

11.800. So far as the additional silver caused 
labour to be brought into operation and production, 
to that extent it would have contributed to the 
increase of wealth ?— Yes, or so far as it enabled 
people to do their business by the Western methods, 
which are more quick, precise, and elastic, and, 
generally speaking, efficient than the primitive 
methods. 

11.801. How far would the same facilities exist 
under a gold standard ? Would the same essential 
conditions exist ? — Broadly, yes. The term “ essential ” 
is a little difficult to understand. The existence of a 
gold standard without a gold currency would, of 
course, act in certain important respects differently 
from a silver currency. 

11.802. With regard to discount aud the volume of 
currency as affecting it, would you regard the rate 
of discount as affected not so much by the total 
volume as by the distribution of the currency — the 
hands in which it stands? — I should think that that 
was largely true. 

11.803. I think you refer more especially to capital 
rather than currency in that relation ; I gather that 
you viewed capital as being the command of currency ? 
— My own way of looking at things is this : I prefer 
to talk of currency as giving a command over real 
capital, and bank money as giving a command over 
currency, and therefore giving a command over real 
capital iu a secondary degree. 

11.804. Assuming that there was a scarcity of 
currency in ^banking circles that would involve a 
high rate of discount? — Certainly. 

r 1,805. It would also depend, would it not, on the 
facility for introducing fresh currency from abroad ? 
— Certainly — the facility and the time required. 

11,806. At the moment of demand ? — Yes. 

L1,S07. There might be different conditions bearing 
on the introduction of fresh currency, according as 
the standard was silver or gold ? — I should think so, 
probably. Perhaps I should say that I have been 
a good deal surprised at seeing it stated frequently 
before this Committee that high exchange and high 
rate of discount habitually go together. I understand 
that that is the prevalent opinion in the business 
world in Calcutta. It does not fit in with what I 
should have supposed a priori , and, on looking at the 
chart, I find that, so far as yearly fluctuations go, the 
opposite seems to he rather the rule. Indian banking 
is a matter on which I feel myself beyond my depth, 
but I feel that I could not talk with any satisfaction 
about the relation between discount and prices until 
this doubt of mine has been laid before the Com- 
mittee. I am not able to see a priori why there 
should he that correlation, nor am I able to see that 
there has been. The charts, on the contrary, seem to 
me to indicate not only that that law does not hold, 
but that the opposite law holds as a rule from year to 
year. And that has led me to guess at the cause of 
this general opinion j and I think it may be possible 
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p r that the movements under discussion are mainly those 
A. Marshall. ^ rorn week to week, and month to month, rather than 

from year to year ; and, secondly, that there may be a 

16 Feb. 1899. great difference between the effects of a scarcity or 

— of bad crops of food grains, and of those products 

which are chiefly used for export. In this diagram the 
red curve is the rate of discount, and the green curve 
is the rate of exchange (see diagram in the Appendix). 
I cannot see any general tendency for their movements 
up and down to coincide ; rather it seems to me that 
often one goes down and the other goes up. 

11,808. Might the relative movements of the two 
differ in the case of countries such as India and 
England, which are not on a common basis, whereas, 
if you take capitals like London, New York, and 
Paris, where gold is the basis of currency, and passes 
most easily from one to the other owing to their 
extensive banking relations, the rate of discount 
might more quickly affect the rate of exchange ? — 
I said in my first day’s evidence that I could not 
trace any general connexion between high rates of 
discount and high exchanges statistically with regard 
to the world in general, or with regard to India 
in particular, and that I could not see why there 
should be any such coincidence. India seems to me 
to stand on a different footing from England. First, 
so long as it had silver, because the rate of exchange 
was liable to be violently disturbed by causes that had 
nothing to do with India’s special circumstances or 
trade — to be disturbed much more violently than the 
gold exchange could possibly be disturbed between 
two neighbouring countries such as England and 
France. Secondly, because the business of Calcutta 
appears to me in many respects to follow lines more 
different from those of the rest of India than the 
business of London does from the lines followed by 
the rest of the business of England. And, thirdly, 
because the difference between the effects on Indian 
business of a check to the supply of the things that 
India consumes herself, and the effect of a check to 
the supply of the things that she exports has nothing 
exactly corresponding to it in a western country. 
My own guess is that a famine or generally a scanty 
supply of food grains tends to raise discount, partly 
because it draws currency from the banks, and 
generally from Calcutta and Bombay, to the uplands. 
That guess receives some support from a comparison 
of the black, blue, and red lines in this diagram 
(see Appendix ). But I think that a very active export 
season, which itself is generally a consequence of very 
fine crops of things suitable for export, also raises 
discount. So that I should rather suppose that, when 
it is said a high rate of exchange goes with high 
discount, what is meant is that, given the amount of 
currency available for general trade purposes, and the 
amount of hank money available in Calcutta, if the 
export trade is active, you will have a high exchange 
and a high rate of discount. That is the only 
solution I have been able to guess at of this paradox, 
that, speaking broadly, a high rate of exchange seems 
to go, not, as has so often been said before this 
Committee, with a high rate of discount, but rather the 
other way. 

11,809. (Chairman?) Ido not think that has been 
the uniform tendency of the evidence given before the 
Committee. Eor instance, when Lord Bothsehild was 
before us, he was asked by Mr. Le Marchant, “ There 
“ would be no necessary connexion between a rate 
“ of exchange and a high rate of discount ? ” and 
Lord Bothschild said, “ I do not think so.” The 
Committee, of course, hav<e come to no conclusion 
upon the point ; but I simply wanted to draw your 
attention to the fact that, on this particular point, you 
have the high authority of Lord Bothschild in agree- 
ment with your views ? — Yes. The distinction which 
I wanted to bring out was this. It may be true 
that the minor movements in the busy season o 
exchange and discount go together. That is indeed 
what I should expect as regards the slight variations 
from week to week and month to month, especially 
from week to Week \ but it dotes not seem to me that, 


comparing one year with another, these statistics, 
which are among the few that are beyond the possi- 
bility of doubt, support the motion that high yearly 
rates of discount and of exchange go together. 

11,810. (Mr. Le Marchant.) In fact, would you 
say that, if the high rate of discount is owing to 
adverse causes, such as exceptional expenditure^ on 
famine relief, which have altered the usual channels 
in which currency flows, a high rate of discount 
would he likely to concur with a lower exchange. — 
from insufficiency of exports ? — It might. At present 
I feel great difficulty in putting forward any general 
proposition with regard to them except that when 
business slackens they would both be lower, both 
being affected by the same cause. It seems to me 
to he something like the question whether a green- 
house is likely to be hotter when there is a good fire 
in the stove. The bigger the fire in the stove the 
hotter the greenhouse, of course ; on the other hand, 
the colder the weather is, the colder the greenhouse 
will be, and therefore the bigger the lire must be. 
Just in the same way the rate of discount is con- 
tinually raised because exchange is low, and with the 
effect of raising exchange. You get two sets of causes, 
one of which tends to make a high rate of discount- 
go with a low rate of exchange ; and the other set of 
causes tends to make the two rates be high together, 
and low together ; and 1 have not been able to see 
either d priori or statistically that one of these sets of 
causes prevails over the other. Speaking generally, 
with regard to England, I suppose that the high rate 
of discount does force exchange up, and bring in 
bullion quickly; and that, if the high rate of discount 
is for any reason maintained after the country has 
attracted the gold that it needs from abroad, then you 
may have for a certain time high rates of discount 
with a falling exchange. But the supplies of the 
material of currency in India being so very far off, 
the time and cost of transport; of bullion being so much 
greater than in the case of England, 1 should not; be 
able at all to guess d priori the extent of the power 
that the discount would have over the influx of 
bullion, and through that over the exchanges. 

11.811. (tyr. Campbell?) Has it occurred to you 
that the rate of exchange with open mints depends 
very much on the price of silver?' — Most certainly. 

I discussed that. 

11.812. And that, if the cost of silver were tending 
downwards over a course of years, you might have 
a declining exchange, even although you had periods 
of stringency in the money market ? — Certainly. 

11.813. That is a very important factor in the 
question, is it not ? — Certainly. 

11.814. (Mr. Le Marchant.) You were referring, 
in your answer to question 11,773, to the dependence 
of India on foreign capital. The opinion has been 
advanced that foreign capital is not so beneficial 
to India — that it entails a yearly drain for remit- 
tances. How do you regard that ? — I cannot see 
a reasonable foundation for that opinion at all. I 
hold in the most clear, and, if I may say so, con- 
fident, manner the opinion that there never was a 
country which needed foreign capital more than 
India does. It needs foreign capital partly to enable 
India to throw aside those mediaeval methods of 
production which still prevail in many branches of 
industry — to develop means of inter- communication 
in all directions, and partly to educate the natives 
themselves to store up capital. When the natives 
have once got to see that the function of a surplus 
of income over expenditure is to be devoted to making 
the future happier, then, I think, their own capital 
will grow, and India may be able to move fast ahead, 
somewhat as Japan has been doing lately, with less 
dependence on foreign aid. But a check to the use of 
Western capital in India at the present stage would 
seem to me to be the greatest calamity that could 
happen to her. 

11,815. At question 11,790 you say. “An alteration 
u in exchange, due to changes iii the currency of 
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“ India or otlier countries has no such deep signifi- 
“ cation.” Would you regard a change from a silver 
to a gold basis as in any way calculated to disturb 
the permanent trade relations of India? — Ho, I should 
regard it as like a movement towards bringing the 
railway gauge on the side branches of the world’s 
railways into unison with the main lines. 

11.816. And promoting a facility of interchange ? 
— Yes. 

11.817. You are aware of the opinion often 
expressed, that it would disturb the balance of exports 
and imports, and thereby render the payment of 
obligations more difficult ? — Yes, I have heard that 
opinion. 

11,S18. What importance do you think should be 
attached to the apprehension as to the imports 
becoming excessive and exports deficient ? — To myself 
personally the matter has unfortunately been one of 
considerable importance. There is no other question 
on which circumstances have caused me to spend so 
much time in controversy against my will. I am 
quite clear that it is impossible for a country’s exports 
to increase relatively to its imports, except when it is 
sending away capital, provided no part of her dealings 
with other countries is omitted from the reckoning. 
It may not be easy to see how the adjustment is 
being made. But this statement that whatever a 
country buys it must pay for unless it is borrowing, 
unless some other country is making it a present, 
seems to me to be as true with regard to the trade 
between countries as it is with regard to the budget 
of a private person. If a person says he is getting a 
groat number of things and is not paying for them, I 
should tht»n say, 44 Then you must be borrowing.” 
If lie says, 44 Ho, I am not borrowing,” then I should 
say, 44 Somebody must be giving you things.” Or as 
a last resort, he must he stealing. These last two 
explanations, of course, would not apply between 
nations. Nations do not make presents to one another. 
They do borrow and they do lend, and the dislocations 
bet vvet'ii the exports and imports, which are continually 
attracting attention, seem to me to be ail due either 
to a change in the relations of borrowing or lending 
or to a change in the character of the services and 
goods rendered. For instance, we export to India 
(‘very year a great number of prime young men. If 
their value were capitalised, as it would be if they 
were slaves, it would be several thousands of pounds 
apiece. We bring them back afterwards, if they come 
back at all, more or less shrivelled and worn out. 
Those are vast unreckoned exports. India complains 
that she sends us a tribute of goods for which we 
have given no return. We have given a return for 
many of them in the shape of men in the prime of 
life, who, on the whole, I think are very cheap for the 
purpose. 

11.819. You have spoken in your evidence of the 
premium on hills, owing to a low exchange or a 
depreciating currency, as being paid by importers. Do 
you regard the Government of India as being an 
importer of services, and so having to pay the premium 
for remittances in common with other importers ? — 
I am not quite sure whether I follow the first part 
of your question, but, taking the last part first, I 
regard the Indian Government as, in effect, the largest 
trader in the world ; I think that its exports consist 
largely of services, and its imports consist of jute 
and hides, and so on, which it does not import directly, 
but takes when imported through the ordinary course 
of trade. 

11.820. Would you say that it 44 imports” or 
44 exports” jute, and so on ?— I was then looking at 
the Indian Government as having its seat in England. 
It would be better, no doubt, to regard it as located 
in India, and exporting jute. 

11.821. To that extent there is a competition 
between the Government and merchants who equally 
require to export those articles ? — Yes. 

11,822* Do you think that any difference would be 
introduced into that competition by a gold standard ? 
-^Yes, I think a great number of minor differences 


would be introduced. I do not think there would bo 
any fundamental change. I think the greater fluidity 
of movements between India and the West in general, 
and England in particular, that would arise, would 
cause the fluctuations and disturbances to be more 
numerous, but less intense. A great number of 
causes which tend to produce certain, effects do not 
produce those effects at all, if there is too great resist- 
ance. For instance, a certain thing may become 
cheaper in one place than in another, and that causes a 
tendency for it to go from the first place to the second ; 
but, if the difference in the level of prices is not likely 
to last long, it does not move. Gold being more 
portable than silver — I understand that the charges are 
not much more than a quarter as much for a pound’s 
worth of gold as they ai e for a pound’s worth of silver, 
as between England and India — and the market that 
gold has, both for buying and selling in England, 
being so much freer and truer, and so much less liable 
to be worked against the individual dealer by powerful 
combinations of capital, it would seem to me that a 
great number of minor adjustments would go on with 
a gold currency in India, or even with a thoroughly 
well established gold standard, which do not take 
place without such gold currency or standard. 

11 . 823 . Would you regard the power of meeting 
those temporary disturbances — in other words, the 
demand for gold exports — as depending on banking 
facilities which would distribute the pressure over a 
longer period of time ? — Speaking generally, yes. 

11.824. I think you have spoken of exchange as 
being determined by the relative level of prices in India 
and abroad ? — Yes. That is to say, that in my opinion 
the international distribution of the precious metals 
with open mints must be such that the gold aud silver 
values of the different commodities bear the same 
relations to one another all over the world, allowance 
being made for transport ; and that, if at any time any 
external change, such, for instance, as new American 
currency legislation, upsets that arrangement, then 
there will be a general shifting which will show itself 
through the exchanges ; the exchanges not being the 
real active force, but the channel through which the 
real force acts ; and after a time there will he a new 
settlement, and a new rate of exchange, and a new 
international level of prices. 

11.825. With a gold standard, do you think the 
degree of pressure for gold would be partly determined 
by the rapidity with which Indian prices adjusted 
themselves to prices abroad ? — Yes ; very much so. 

11.826. And wliat would be the immediate in- 
fluence bearing on prices ? W ould it be a rise in the 
rate of discount ? The export of gold would compete 
with other exports ? — Yes. 

11.827. And, so far as it went, it would tend to 
cause other exporters to lower their prices? — Yes. 

11.828. An opinion has been expressed that a 
debtor country has a difficulty in retaining a precious 
metal in the absence of a protective tariff. The 
idea, I think, is that a protective tariff turns the 
balance of payments in its favour, and assists it in 
acquiring and retaining a precious metal. What 
importance do you attach to that theory ? — It seems 
to me that the theory has some portion of a foundation 
in fact: that is, that there are two facts nearly 
corresponding to the statement, but not quite : but 
for the particular purposes for which it is used the 
statement is not, in my opinion, correct. There is no’ 
doubt, I think, that the immediate effect of the 
imposition by any country of protective duties, or 
rather high duties — I do not lay stress on their 
being protective — is to raise prices there — to make 
gold for a time a more eligible means of making, 
payments than those goods which would have to pay 
this differential tariff, gold coming in free from such 
a tariff’. If gold when it arrives is put away, as to a 
great extent it has been by Russia-, that process may 
go on for a very long while. If Russia chose to 
prohibit all imports, except gold, and to put g old in 
store when it arrived, of course she could go on 
'draining the rest of the world of gold. But, if the 
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. ,v 7 , gold is allowed t.o go into the currency and act upon 

prices, tear process can last only a von' little while. 

1G Eel). 1899. ^hen the gold lias raised prices in the country, 

then, in spite of the heavy duty (hat is imposed upon 

other goods, other goods become as good cargoes to 
send to the country as gold would be. When the 
high level of prices that corresponds to a high import 
tariff has once been reached, then I am not 
able to see that that tariff is any protection to the 
stock of gold at all. It may seem as though it ought 
to he ; one might expect it to be ; but, when one 
comes to look at the reasons, I cannot see why it 
should be at all. The protective tariff lias brought 
gold by making the country require more gold to 
do its business than before : the country has got the 
gold ; there is again equilibrium, and I cannot see 
that without the tariff* it would be more willing to 
give up the gold required to do its business at a normal 
level than with the tariff. While, on the other hand, 
it is, I believe, common ground to all parties, pro- 
tectionists and free traders alike, that a high tariff, 
whether it is in the ultimate interests of the country 
or not, does diminish the volume of her foreign trade 
for the time. The consequence is that the feelers which 
that country throws out into all other countries are 
less numerous, and less elastic, and less widely diffused 
than under free trade. If, then, something or other, 
say, for instance, a discredit of that country’s com- 
merce arising in foreign markets, compels that country 
to pay unexpectedly part of its obligations, then gold 
would be likely to leave that country, as it would 
leave any other country under the same conditions. 
I think it would be even more likely, because there is 
always an easy market for gold. But an easy market 
for goods requires to be made beforehand ; it is the 
product of years of trade ; and, since the feelers that 
a protective country would have thrown out would 
be less than those which a free country would throw 
out, therefore it would be more difficult for that 
country to throw, say, 20 millions of pounds extra 
upon the world’s markets without making a glut, and 
possibly even getting smaller returns in return for 
larger imports of goods. It would be more difficult, 
I think, then in the case of a protective country than 
in the case of a free trade country to meet unexpected 
foreign demands without exporting gold. O 11 the 
whole, 1 conclude that once equilibrium has been 
reached, a protective tariff operates rather against the 
retention of gold xhan in favour of it. 

11,S29. You would, therefore, consider the fact of 
principal importance with regard to the command of 
gold to be that India produces a variety of exports 
• for which the demand is world-wide ? — Yes, and with 

organised feelers running out into various markets. 

11.830. (Mr. Campbell.) On the question of ex- 
ports and imports, did I understand you to say that 
a country could not export more than it imported 
unless it. was sending away capita-1 ? — Except when 
it was sending away capital ; allowance being of 
course made for the payment of its interest upon 
borrowed capital ; and the trade being taken broadly, 
so as to include, for instance, the services which an 
English man of business resident in Calcutta renders 
to the country. His profits are, of course, the pay- 
ments for his services, and they enter into the trade in 
that way. 

11.831. But do you not think it possible that a 
surplus of exports might be invested in securities 
which would operate exactly in the same way as any 
other imports ? — 'When one country invests in another 
country’s securities, I call that lending to the other 
country. 

11, ‘332. So that a country might he exporting in 
excess ol its imports without being unprosperous ; in 
he-t, it might., lie an evidence of prosperity ? — I think 
one cun never say that the excess of imports over 
exports is an evidence of prosperity or adversity until 
one knows the causes. 

11,833. It might he? — It- might happen to he 
caused b$ increased prosperity % but I do not think 


by itself it could be taken to be an evidence of either 
prosperity or adversity. 

11,834. At question 11,787 you say that you con- 
sider Is. 4d. “ an equitable adjustment and one which 

does not operate as a. tax on trade.” If the intrinsic 
value of the rupee in silver is 1 Id., will the 
lowering of rupee prices involved in its artificial 
enhancement to Is. Id. place the trade of India at a 
disadvantage with other countries whose currencv is 
on an intrinsic silver basis? — It would put the trader, 
that is, the undertaker or entrepreneur , at a disad- 
vantage : because, while he would sell his goods for 
the equivalent of the same amount of foreign goods ns 
if there had been no currency disturbance, and while 
therefore, he would be able to bring back a substantial 
real return for his exports, he would by the currency 
change be forced to keep a less quantity of that for 
himself* and give more of it to his fellow men t han lie 
would have been able to do if the currency had not 
been appreciated. This is a most .important social 
question ; but I do not see that it has any connexion 
with foreign trade. To take the converse case, what 
happens when a currency is depreciated, is that a 
person who is under obligations to make certain cur- 
rency payments (those obligations being in some eases 
fixed by definite contracts, in particular when he lias 
already borrowed money at a definite rate of interest, 
but in other cases governed by custom), he is allowed 
through the change in the value of t he currency to 
discharge those obligations at less cost to himself and 
less benefit to those who are engaged with him in 
trade. It seems to me, therefore, that the common 
opinion that a depreciating exchange is for the 
benefit of an export trade rests upon the natural 
habit of regarding the interests of the entrepreneur, 
the undertaker, as eo-extensive with those of the trade. 
It has never been denied that a, rise of prices or a fall 
in the value of currency is for the benefit of these 
who are undertaking the risks of specula! ion; but I 
conceive that it has never been shown that an entre- 
preneur gets a benefit from a fall in the value of the 
currency of his country, in consequence, of his being 
engaged in foreign trade, which he would not got if 
he were not engaged in foreign trade. 

11,835. lie might get it in both eases ? — Hr would 
get it hi both cases, 1 think. Conversely, if the irold 
value of the currency were raised and prices layered, 
as indicated in your last question, tin* employer would 
have to make heavier real disbursements out of the 
gross returns of his business. 

11,836*. Then would you not describe it as a tax 
on Indian trade from which other countries on a 
silver basis are relieved?— Ho, that is my point. 

I object to the use of the word u trade ” there. 
In my view, the Indian export trade consists of three 
classes, speaking broadly. First, the undertaker of 
the risks, who is the person who figures most largely 
in the eye of the public; secondly, the people who 
supply that undertaker with such capital as he may 
want beyond his own, and, thirdly (and in my opinion 
by . far the most important of all) Iris employes. I 
believe that the greatest harm is done, and the seeds of 
social discord are sown, if the interests of the export 
trade, of a country are spoken of, when people have 
in mind only the interests of the entrepreneur , the 
undertaker. 

11,83*. (Chairman.) The interests of the capi- 
talists r Well, I would rather say the entrepreneur , 
because he may be borrowing capital. 

> 11,838. It includes capital arising from two sources, 
his own capital or his borrowed capital. What you 
really are at, I take it, is capital and labour?— I 
wished to present the three classes of people. 

11,839. The employe represents labour? — The 
employe represents labour ; then there is the capitalist 
who is himself not engaged in the trade, but lends his 
capital. 

r That is capital? — That is part of capital. 

Xhen there is the third interest, that of the under- 
taker, the man, of business, the employer who takes 
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the whole risks, and supplies nearly always some part 
of the capital. 

11.841. I only want it to be clear that, where you 
say that there are three classes, and that the most 
important is the employe, you are thinking of what 
lias been called throughout, this inquiry “labour 55 ? — 
Yes. provided that skilled labour be counted too ; for 
instance, salaried managers and so forth. 

11.842. (Mr. Campbell.) At Question 11,792 you 
say, “If the statement is that a depreciating currency 
“ gives a bounty to the employer who is producing 
“ for export, I admit it. 5 ’ But you add, “ the bounty 
“ is just the same, and at the expense of just the same 
“ people, as that which he would get from a depre- 
a dating currency if ho were producing for his home 
“ market, and not for export.” And I think you go 
on. to say that the bounty to the exporter is at the 
expense of the employes ? — Of the employes, and 
possibly, to some extent, of the person who has lent 
capital to them. 

11.843. But the fact that there is a bounty is not 
altered or done away with by the fact that the 
advantage is gained at the expense of the classes that 
you name ; the fact of the bounty remains ? — There 
is no doubt that it is a bounty, but the question is 
whether it is a bounty to the export trade. I say there 
is no bounty to the export trade, but there is a bounty 
to one class in the export trade at the expense of other 
classes in the export trade. 

11,841. (Chairman) That is, what one gains 
another loses ? — That is my opinion ; and the question 
whether these shillings from one class to another arc 
substantially equitable and in the interest of the 
country as a whole, or not, depends, in my opinion, as 
indicated in my first day’s evidence, on the question 
whether the currency retains a constant value in 
terms of mail’s efforts. An increased purchasing 
power of the currency in terms of commodities seems 
to mo a good thing if it corresponds to an increasing 
command over nature which man lias obtained by 
improvements in production and transport. 

11,845. In Sir Robert (Hffen’s hitter to the 
“ Times 51 of the 19th May last, it is slated that 
u by the necessity of the case the exchange is 
u chronically against .India.” What do you say to 
that ? — I should have thought that, as India is on 
the balance an importer of precious metals, the 
tendency would have been the other way. It is 
commonly said that the exchange is against Australia, 
because she is naturally an exporter of gold. Of 
course, when you have two different currencies— gold 
and silver — it becomes a rather difficult questiou to 
say what you will take as your par of exchange ; hut 
still I cannot myself take the sentence in any sense 
in which I should agree with it. I think it is possible 
that Sir Robert Griffen meant something rather 
different from what I have taken him as meaning. 

11,840. {Mr. Le Mar chant.) I think the intention 
of the writer may have been to say that there was a 
large amount of fixed payments that India has to 
make — the home charges and so on — and, in addition, 
interest and dividends on railways and all the profits 
on foreign capital ; and that, taking those require- 
ments in the aggregate, it meant a pressure of 
payments against India ? — That the balance of pay- 
ments was against India. J think he may have meant 
that. 

11,847. {Chairman.) I do not think that that 
exactly governs the case. For instance, take the 
remitting of money in respect of investments . Oi 
capital in India. You pointed out this morning 
the enormous advantage to India of the importation 
of western capital to develop its resources. Now, if 
India gets its capital, India must export something to 
provide for tho interest on that capital, and that is 
what some gentlemen are good enough to call a drain 
on the resources of India; in other words, if India 
. gets 100,000,000/. which she has invested m railways, 
and she has to pay in London 5,000,000/. sterling, 
and that 100,000,000/. invested in railways in India 


produces, say, an income of 7,000,000/., they call the 
remittance to London a drain on the- resources of 
India? — Well, it is part of a stream — the stream on 
balance being one of benefit which India receives. 

11.848. But you can hardly say that in that case 
the exchange would be chronically against India ? — 
No, I think not. But I am always unwilling to 
express an opinion upon a sentence without seeing 
its context. 

11.849. Now one other question. Who in India 
benefits, and who loses, temporarily or permanently 
by a fall of exchange ? Who is the gainer and who 
is the loser ? — -I presume you are referring to a fall 
of exchange other than that which arises by the 
ordinary intercourse between any two countries from 
the deficiencies of exporters’ bills. 

11,S50. No, T do not confine it to that? — -Then 
I think one would want to take the cases separately. 
First, with regard to these variations in exchange 
between India and other countries which are of the 
same order as variations in exchange between England 
and France. With regard to these, a fall of exchange 
is generally an indication that a country has been 
importing overmuch ; it is an indication that, to reduce 
the trade to a position of equilibrium, exporters are 
to push on and importers to hold back ; it is for the 
time being a bounty on exporters and a. penalty on 
importers. These fluctuations arc not in themselves, 

I think, matters of any importance, nor do they in 
any way depend upon monetary arrangements. They 
depend on the movements of trade themselves. The 
movements of exchange arc partly a method of clearly 
stating the temporary absence of adjustment between 
exports and imports (all reckoned in) ; and partly a 
method of indicating to those concerned a clear and 
definite channel by which they can help to re-adjust 
the mutual obligations between that country and other 
countries, and derive benefit to themselves in so 
doing. Then, secondly, we come to those ffuo- 
tuations in exchange between silver-standard countries 
and gold-standard countries, which arise from a 
purely external cause, such, for instance, as the. repeal 
of tlie Sherman Act. A fall in the I ndian exchange, 
if it results from a. fall in the purchasing power of the. 
rupee, seems to me to give at once a bounty to every 
undertaker of risks, every person engaged in specu- 
lation in India ; that is, every person who stands to 
gain by a rise in commodities relatively to currency. 
In so far as Indian prices up-country respond to the 
repeal of the Sherman Act, anybody engaged in 
manufacturing up-country for up-country demands 
would, I think, get that bounty, but the people 
with whom he was in contact would lose. He had 
borrowed, say, 1,000 rupees, and had to pay hack 
say, 1,100 rupees; those rupees would be worth 
less to the person who got them than they would 
have been had it not been for the repeal of the 
Sherman Act, and that person would suffer. Indian 
employes, particularly as they would not be likely to 
possess an energetic trades union leader who could 
prompt them as to the. right time to strike, would 
receive wages at the old rate in a currency which 
was worth less ; and they would suffer. I do not 
think that a fall in the purchasing power of the rupee 
caused by external events, such as the repeal of the 
Sherman Act, would quickly spread up-country very 
far : but, so far as it does go, I think the results are 
as I have explained. In Calcutta I imagine that the 
undertakers of business risks concerned with the 
export trade are of several kinds, bankers, merchants, 
&c. ; and that a great deal of the bounty would 
go to them, and that not nearly the whole of 
it would get to the grower of tea or jute, or what- 
ever might he the product for exportation. Some, 
I think, would go to the merchant, some, perhaps, 
to other intermediary dealers, and some to the 
capitalist producer. Those who had lent money to 
all these would lose a little, in so far as they were 
not able to anticipate what was going to happen. 
The employes would, I think, lose a great deal. I 
wish again to lay stress on the fact that those who lend 
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capital are not in so bad a position as those who 

ars a ' suppty labour ; I have argued that history seems 

16 Eeb. 18^9 t0 s ^ low that they are able to anticipate changes in 

-- . . . the purchasing power of money very much, and to 

accommodate the rate of interest which they charge 
to those changes, and so to prevent their bearing 
nearly as large a proportionate share of the burden 
as that which the unfortunate employes have to bear. 

11.851. I suppose the greater portion of that 
reasoning would apply to a depreciated currency ? — 
The whole of it in my opinion applies to a depreciated 
currency from whatever source the depreciation comes. 

11.852. Is there anything further which you wish 
to state for the information of the Committee ? — I 
should like to say a little more as to the fluctuations 
of the rate of discount ; and as to the need that they 
should be softened and controlled by the maintenance 
of ail adequate reserve of coin and notes in normal 
times, ready to be drawn upon in times of exceptional 
pressure. I am aware that these matters do not fall 
fully within the terms of this Committee. But as one 
side of the problem of Indian currency is being 
thoroughly investigated, the present seems to be a 
suitable occasion for inquiring whether violent fluctua- 
tions of discount are not an evil of the same order as 
those of exchange ; and whether there is not a partial 
remedy for them, which would cost much less than it 
is worth to the community, but which is not easily to 
be attained by private effort without some aid and 
direction from Government. It seems to be esta- 
blished that the very high rates which prevailed early 
in 1898 were mainly due to exceptional causes, and not 
to the closing of the mints : that similar stringencies 
occurred before 1873 with a 2s. rupee, and after- 
wards with open mints and a fallen rupee. The fall 
in the gold value of the rupee is itself, I have 
already argued, one cause of the maintenance of a high 
average rate of discount. But, when we consider that 
this average rate has remained almost stationary in 
Calcutta during half a century, while it has fallen fast 
in almost every other great trading country, and in 
some countries has enabled enterprise to obtain the 
use of the necessary capital at little more than half 
the rates that prevailed fifty years ago, I think we 
must throw some part of the blame on the want of 
adequate provision for the fluctuating needs of Indian 
business. It is, of course, real capital alone that can 
provide the substantial force needed to make business 
prosperous. A supply of currency is but the flux 
that makes real capital fluid, and enables it to get at 
its work. And a mere permanent increase of 
currency does not make capital more fluid ; it simply 
depreciates the currency. What is wanted is a 
currency which expands when business expands, and 
thus enables real capital to become fluid when it is 
wanted to be fluid ; and which shrinks when business 
shrinks, and thus preserves itself from becoming 
superfluous and falling in value. By this means only 
can the currency retain its full power ; and be ready 
by expanding again to supply the needful flux for 
business, when it again becomes exceptionally active. 
Foreign drains of bullion arising when there is no 
good stock available to meet them, give shocks to 
credit, which ought to be avoided. And any shock to 
credit, whether arising from within the country or from 
without, makes solvent traders as well as others need 
an unusual stock of currency to enable them to meet 
exceptional demands. The discussion of these matters 
in England, about eight years ago, in which Mr. 
Goschen took the leading part, resulted in the general 
adoption of the belief that a great commercial country 
was guilty of false economy, if it allowed the reserve 
of bullion and currency, which it keeps against such 
needs, to run too low. And the Directors of the 
Bank of England, aided by Lombard Street generally, 
have earned the gratitude of the country by increasing 
ihat ultimate reserve. The combined strength and 
elasticity which the currency of a country requires as 
provision against external and internal drains is most 
efficiently provided by a large reserve stock of bullion 
«nd cqin. But this is expensive And when, as 


appears to be the case, in India, the drains 
to be guarded against are, in a large measure, 
internal, and dependent on the season of year, and 
therefore capable of being foreseen, it seems better to 
adopt the more economic provision of a moderate 
reserve stock of bullion and coin, combined with a 
limited and automatic elasticity of fiduciary paper 
currency. India’s relative poverty makes it expedient 
that she should use the most economics! oft hose devices 
which modern hanking experience and science have 
shown to be at once, effective and free from risk. But 
for this purpose the cooperation ol Government is 
needed. And I wish respectfully to urge that, the 
Government is not morally free', to give the* go-by to 
this question. By the terms of its existence, it is 
ever extending Western methods of public finance, 
and aiding the extension of Western methods of 
private business over the great continent of India. 
These powerful methods work lor good ; but because of 
their very power, they are apt to do much harm when 
they get out of gear. And therefore the Government, 
which promotes their extension, seems to mo bound 
also to take thought how far India may require a 
parallel introduction of those' powerful devices which 
the Western world finds necessary for grappling 
with occasional disorders of modern business and 
credit. I do not venture to urge any particular plan 
for the discharge of what seems to me the bounden 
duty of the Government in this matter. It must lie 
with those who know more of India, and more of the 
practical side of banking than I do, to decide whether 
there is the material in India for the formation of a 
bank corresponding to the Bank of England, or — 
which would probably be better for the special purpose 
— to one of the great continental banks ; or whether 
a more direct route will be necessary for the present. 

But this question leads me to wish to make 
a remark on one other subject, which lies perhaps 
rather far from the special business of the committee ; 
but which has been brought home to me by contact 
with candidates for the Indian Civil Service. The 
nineteenth century is handing down to the twentieth 
a vast number of complex economic problems, which 
are occupying much, perhaps the greatest part, of the 
attention of the most thoughtful statesmen of the West. 
Western Governments are aided by the advice and 
criticism of a large number of able business men, not 
a few of whom have had time to consider the broader 
problems of economics, as well as the details of their 
special trades. There is every sign that the difficulty 
and urgency of these practical economic problems 
will grow during the twentieth century as fast in 
India as in any other country. And the Government 
of India cannot expect as great a volume of assistance 
from business men trained in high thought, as a great 
Western government can. For active life in India is 
short; it is interrupted by visits to Europe; the 
climate is hostile to severe mental toil after the day’s 
work is done ; and the number of able English 
business men in India who have an aptitude for high 
and hard thought in matters ranging beyond their 
own affairs, can never be very large. If India is to 
prosper, the difficult economic problems of her 
government must be solved mainly by the Government. 
But English officials in India have plenty of occupation 
for their strength in doing the day’s work. And, if 
they have not learnt to separate the apparent from the 
real in the action of economic forces before they go 
to India, they can hardly learn to do so in India. It 
seems therefore urgently needed that some half dozen 
of the young men who go out to .India every year, 
should take with them a good grounding in economics, 
and have already got to understand the main bearings 
of those modern economic forces which are revolution- 
izing the West, and are making great changes in 
the East. But under the present Regulations it is 
impossible for every candidate to make more than a 
rapid and superficial study of economics without 
gravely impairing his chance of being selected for 
service. I would like, even though it be not quite 
in proper season, to plead most earnestly for a change 
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in this respect. 11, for instance, those who acquitted 
themselves with distinction in the paper oa economics 
and economic history in the iirst part of the examina- 
lion, wore encouraged to present themselves for an 


advanced paper in economies in the second examina- ^ ro f- 

lion, they would be helped much on the way to Marshall. 

becoming efficient administrators of Indian finance. igP^T ^890 
and in later years wise counsellors. ' ° ’ 


TWENTY-SEVENTH DAY. 


Thursday, 12th January, 1899. 


Present : 


Tiie Rich it lTox. Sir Henry IL 

Sir John Muir, Bart, 

Sir Francis Mo watt, K.C.B. 

Sir Charles Crosthwaite, K.C.S.I. 

Sir Alfred Dent, lv.C.M.Gr. 


Fowler, G.C.S.I., M.P., in the Chair. 

Mr. Robert Campbell. 

Mr. Everard Hambro. 

Mr. W. H. Holland. 

Mr. F. C. Le March ant. 

Mr. Robert Ciialmers, Sir retort /. 


(For Jfr. Robert Barclay'* evidence on this day , see pcuje 160, above.) 
Statement of Mr. Alfred de Rothschild. 


1 lie Chairman stated that Mr Alfred de Rothschild 
was prevented by illness from being present this day, 
but on his behalf he read the following paper which 
Mr. de Rothschild, if present, would have read to the 
Committee : — 

1 1, *53. “In venturing to make a few observations 
in respect to the important and complex question of 
the Indian currency, I trust I may not be considered 
presumptuous. But, having had the honour of repre- 
senting Her* Majesty's Government at the Brussels 
Conference, where the question of the Indian ex- 
change in connexion with silver piayed such a 
prominent part, I naturally take the greatest interest 
iu the present controversy. 

“ It was at that time that the serious and continu- 
ous fall in silver had reached such proportions that it 
was evident the mints in India could not remain open 
indefinitely to the free coinage of that metal, and the 
scheme recommended by Lord Herschell’s Committee, 
for preventing the rupee from following the downward 
tendency of silver, has certainly been so far successful 
that there is a distinct and very important difference 
between the relative values of the two, the rupee 
indeed having been maintained near the maximum 
proposed by that Committee for about the whole of 
the year 1898. 

“ But the fact that an important Committee has 
been named by Her Majesty’s Government to examine 
into the Indian currency, is in itself a conclusive 
proof that the authorities in India are not satisfied 
that the scheme has placed the currency of the 
country on such a footing as to enable them to look to 
the future with perfect equanimity and satisfaction. 
The dosing of the mints was in fact only the first 
, and preliminary step towards the introduction of the 
Void standard ; and, until the next and necessary 
sb^jps are taken, the condition of the Indian currency 
iniLt be a condition of transition, accompanied by the 
inconveniences which are inevitable while such a 
condition continues. 

“ Judging from the evidence which has been given 
before the Committee, I think that nearly all the 
witnesses are agreed as to the absolute undesirability 
of re-opening the mints, although in 1893 opinions 
differed very much as to the advisability of closing 
the mints ; and I think I am also justified in saying, 
from the many suggestions made before the Committee, 
i Y 3514. 


that the opinion in this country generally agrees with 
that of the Indian authorities, that the present state of 
affairs is not satisfactory. 

“ What is the exact position of the Indian currency 
at the present moment r 

“ Jdie silver rupee, and the notes representing the 
rupee, are an unlimited legal tender. I might, there- 
fore, perhaps describe tin* currency in India as being 
based oil a silver standard, which must he abandoned, 
or an ‘exchange 5 standard, which is not really a 
currency standard. L fail entirely to see how either 
a silver standard or an exchange standard can be 
transformed into a gold standard without the intro- 
duction of a certain amount of gold into the country, 
and without gold being recognised as legal tender. 

“ In fact a gold standard without a gold currency 
seems to me ail utter impossibility, and, in this respect, 

I entirely agree with the evidence given by my 
brother, Lord Rothschild, as I do also on all the other 
points on which he has laid stress. 

“ But at die same time, I should like to see the 
idea of a gold standard and a gold currency take 
further development with reference to the embodiment 
of the idea in actual practice. How can the idea be 
most conveniently, cheaply, and rapidly realised? 
That is, to my mind, the really important and crucial 
question to be discussed as soon as it is recognised 
that the silver standard is a thing of the past, and is 
to be replaced by an effective gold standard. I cannot 
help thinking that an efficient plan might be devised 
for introducing into India the gold which is essential, 
in view to establishing and effectively maintaining a 
gold standard. The simpler such a plan is the better, 
and the more likely is it to command success. Essen- 
tially it should consist of arrangements for the estab- 
lishment of a sufficient gold reserve as a beginning, 
and the free flow of gold, into the country as well a 3 
out of it when need arises. 

“ But the detailed working of such a plan, simple 
as it is in its essence, requires a technical skill and 
adaptability which can hardly be looked for in a 
Government Department. It seems to me that, if a 
bank were created in India, with privileges similar to 
those held by the Bank of England, that desideratum 
would, in a very few years, be accomplished. The 
Bank might be constituted on the general lines which 
I now proceed to indicate, 

A a 
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Mr, A . de 6h Proposed Bank to absorb the present Presidency 

Rothschild. Banks 

2 Jan. 189S- 

* ‘ “ The capital to be the same as that of the Bank of 

England, namely, 14,000,000/., and it would be a 
matter for consideration as to how much gold should 
be placed at once in the Issue Department, and as to 
how much should be invested out of the 1 1,000,000/. 
in Government Securities, &e., &c., against both of 
which the Bank -would have the right to issue notes. 
But the question of the amount of: capital is a matter 
for further and detailed consideration, with reference 
both to the efficiency of the Bank as a inachiue for 
maintaining the gold standard, and as a machine for 
earning dividends for the proprietors, and also as a 
machine for aiding in the development of trade and 
industry. 

“ The notes should bear their value stamped both 
in sterling and rupees, in the proportion of 15 rupees 
to 1/. But naturally the convertibility of rupees into 
gold would not be attempted all at once, nor would it 
be desirable to do so ; but, even if absolute converti- 
bility were declared, it could never take place on a 
very large scale, because, with such an enormous 
population as that of India, a very large amount of 
rupee currency would always be required. 

“ The Board should be as influential as possible, 
and composed of representatives of the chief merchants 
and bankers, the Government having the right to 
appoint its own representatives, as it is most desirable 
that the policy of the Government of India and that 
of the Bank should be in absolute harmony. 

“ The Government of India would, of course, use 
the Bank and its branches as its Treasury, which is 
the case at present with the Presidency banks, and, as 
regards the fusion of the latter into one large State 
bank, I think there ought to be no difficulty in bringing 
this about, especially if the new institution were 
prepared to offer very favourable and liberal terms. 

“ It has occurred to me that all silver imported into 
the country might be subjected to a heavier import 
duty (I do not, however, consider this as absolutely 
imperative), but, in the event of the number of silver 
rupees for currency purposes being deficient, and of its 
being felt that more are required, the Bank should 
have the sole right of buying silver duty free, all the 
silver bought being sent to the mint for coinage. Such 
coinage could be left in the hands of the Government, 
and would only be undertaken when actually ordered 
by the Government ; but still, I cannot help thinking 
that the Bank should have some share in the profit on 
coining, the proportion of such share to be decided by 
the Government. This would facilitate the raising of 
the capital of the Bank, and would prove that^the 
Bank had the Government’s goodwill and support. 

“ in making the suggestion of a silver import 
duty, I do so with a view of trying to make the intrinsic 
value of the rupee more nearly approximate to its token 
value ; and, if I have mentioned the coining 0 f silver 
rupees by the Bank of India, supposing it were formed, 
it is because at some future period there might not be 
a sufficient amount of currency in the country in 
connexion with the payment of wages for the moving 
of crops, or the payment of troops, <fec., &c. ; and thfc£ 
in my opinion, has been the weak point in connexion 
with the closing of the mints in 1893, namely, that 
since then nothing has been done to augment the 
available currency of the country, the population of 
winch has unquestionably increased, and demands, 
therefore, increased facilities for making payments. 
This is the necessary consequence of the period of 
transition, in which the Government have ceased to 
add silver to the currency and no gold has been sub- 
stituted for the silver. I think, therefore, that, while 
it may be necessary from time to time to coin rupees 
it must also be part of the scheme to make the 
sovereign legal tender, as suggested by Sir Edgar 
Vincent in his evidence before the Committee and as 
intended by the Government of India. This would 
also facilitate the operations of the Bank, one of the 


principal objects of which is to introduce gold into 
the country. 

“ I should like to emphasise (should a gold standard 
with a gold currency be suggested) that gold should 
be current in commercial centres and for international 
transactions, but not necessarily for all Xative internal 
purposes ; and, in support of this argument, if we assume 
that the new bank is formed, and it will ha ve the custody 
of the Government balances (these, if I am not 
mistaken, amounting to about live crores of rupees 
monthly, /.e., just sufficient to pay 1 he India Council 
bills), no gold would be withdrawn by the Government 
for the interior, but only notes or silver. 

ei Adrautat/es of the Bank. 

ee The advantages of a bank of Ibis sort would be 
multifarious, amongst the principal ones being the. 
following : — 

“ 1. A large sum of gold would be immediatelv 
provided. 

“ 2. This sum would ho found by private enterprise 
and without recourse to a Government loan, 
thus avoiding a further heavy permanent 
charge upon the revenues of the country. 

“ 3. By the establishment of the Bank," the 
machinery would he at once provided for the 
effective maintenance of a gold currency and 
for tne conduct of operations connected 
therewith, which can be far better carried 
out by an institution of this description 
than by a governmental department, 
especially as regards the gradual accumula- 
tion of a further stock of gold. 

“ 4. The maintenance of a steady rate of discount. 
Money could never be dear in the prineipul 
centres of India .for more I ban a lew hours, 
namely, the time occupied in the exchange of 
telegrams, because*, il a million sterling wore 
paid into the Bank o( Imiglaud ( presuming 
the latter to be the agents of the Hank of 
India, which, no doubt:, would be the case), 
the Bank of India, on being telegraphically 
advised, would at once have a right to issue- 
1,000,000/, in notes, or to give out gold 
certificates pending the arrival of the bullion 
it self. lam aware that telegraphic transfers 
of this kind can he made now through the 
agency of the Government. ; hut, without 
convertibility, it is not certain that the 
money could be had back when required, 
o. The establishment of the Bank would tend to 
create confidence in the public*, mind as to 
the security and permanence of the currency 
system, and would consequently he effectively 
instrumental in directing to India the flow 
?f capital which is so desirable for the 
increase of her prosperity. 

I he fact of there now being in India about 
100.000,000 acres of uncultivated soil ought alone to 
be sufficient inducement to attract any amount of 
British capital, which, I believe, would be at once 
forthcoming if the British investor knew that there 
was a fixed rate of exchange, between the two 
countries. 

The Bank should not conduct any exchange 
transactions, but should confine itself (like the existing 
1 lcsidency banks) exclusively to internal operations, 
ana it would also, when necessary, make advances to 
the Indian Government against deficiency bills, which 
is hvqnently the case with the Bank of England. 

‘ Considerable amounts of silver and gold go yearly 
to India, but what becomes exactly of these amounts 
it, is difficult to say. . Whatever may be their ultimate 
destination, it is a pity that the Government should 
not derive any benefit from them, which they certainly 
would do if a more substantial import duty on silver 
weie established. In addition to this, a gold standard, 
attempted, would materially contribute towards the 
shipments of gold which would naturally take the 
place of those of silver. 
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i6 I am aware that, in tlie opinion of some, India 
would soon lose her gold ; but against such a contin- 
gency the new hank would have to act for the first 
few years with great discrimination, and would have 
to exercise its judgment as between the gold required 
for internal and genuine trade purposes, and that 
which would he required for exchange operations as 
being the cheapest mode of remittance. In fact, each 
case would have to he considered on its own merits. 

“ In cases of small amounts intended for internal 
purposes, these would be freely given ; but, in the 
case of any large amount for transfer or export, then 
the advisability of raising the rate of discount would 
have to be considered by the Bank authorities, which 
is the case all over the world when State banks are 
called upon to protect their stock of gold. 

u The Bank of France takes very stringent measures 
for the protection of its bullion, by immediately 
charging a premium ; the Bank of Germany has like- 
wise the means of placing impediments m the way of 
exports of bullion, and the Bank of England has the 
power to raise its price for eagles, bar gold, and all 
foreign coins, to a certain extent, but naturally not 
for sovereigns* 

££ But in the event of the Bank running short of gold, 
then I would suggest that the Government should 
come to the rescue to the extent of 10,000,000/. 
sterling, by buying one or two crores of rupees, and, 
according to competent authorities, what with the 
gold raised by the Bank, and this Government 
subsidy, there should be sufficient to face all 
eventualities for some time to come. 

“ At the same time, I know that no special legisla- 
tion in respect to the currency of any country is 
sufficient in itself to bring about absolute prosperity. 
Such prosperity depends upon the country’s trade, 
which consists of its imports and exports ; but, if 
giving stability to the currency would tend to bring 
about confidence, then, in proportion to the confidence 
thus restored, fresh capital would bo forthcoming, and 
the trade of the country would flourish and increase 
in the same ratio ; and I cannot help thinking that 
this would be accomplished if a gold standard were 
introduced and if a relative value of 15 to 1 were 
established between the rupee and the sovereign. If 
I say a relative value of 15 to 1, it is because the 
majority of the witnesses are of opinion that this is 
the ratio which one should seek to maintain perma- 
nently, and it is approximately the ratio which now 
exists and seems likely to continue. 

Ci After all, the financial position of a country in 
respect to its currency should be judged by its credit 
and its resources. 

“ As regards the former, the credit of India is 
second only to that of England, and, as regards the 
latter, the exports of India considerably exceed its 
imports, as is shown by the demand for Council drafts 
and the quantities of gold and silver annually sent 
into the country. 

“ It is estimated that there are in circulation four 
rupees to every inhabitant in India, the amount in 
circulation being 1,200,000,000 ,• and if by the 
introduction of a gold standard, and taking the 
exchange at 1$. 4 d., the fact could be established that 
the British £ is worth 15 rupees, then it is equally 
true that 15 rupees would be worth 11. In fact, my 
idea of a gold standard with a gold currency is 


where the note of a State bank inspires such 
confidence that it passes pari passu with coin, and I 
feel convinced that the notes of the Bank of India 
would very shortly command the same confidence as 
do those of the Bank of England. 

££ But in addition to the reasons to which I have 
briefly alluded above, there is one which has much 
greater weight with me than any other, namely, that 
all great countries have of late years adopted the gold 
standard, and in view of the fact that China is" the 
only important country at present which is a buyer of 
silver, and then only on a limited scale, it may perhaps 
be said that the day has already come when India 
would And it difficult, if not impossible, to get rid of 
any appreciable amount ol silver if she were anxious 
to sell on a large scale. 

££ Under these circumstances I should like to see the 
future profits made by the exporters of goods, as well 
as those made by the internal trade, represented by 
gold. A part of this gold would certainly leave the 
country if the balance of trade went against India, 
but if there were no gold to export, then the exchange 
would decline to a much greater extent, and the rupee 
would decline in value likewise. 

££ I am also fully aware that it lias been suggested 
that a proposal for the creation of a great bank in 
India with, certain privileges, and which would 
presumably do a very large and profitable business, 
might arouse opposition on the part of the great 
financial institutions both in India and in Europe; 

I doubt this, but in any case I feel certain that that 
opposition would be of very short duration, and that 
these institutions would be the first to lend their 
valuable aid and co-operation, which would be easily 
secured if their directors or managers figured on the 
board of the new bank. The world, in fact, is large 
enough for every one, and I am sure that the London 
Joint Stock Banks and private institutions do not 
suffer because there is a Bank of England, and on that 
score, therefore, I am quite confident. 

££ I have purposely not entered into statistics, nor 
alluded to any figures ; these have been so fully gone 
into by the different witnesses before the Committee, 
that I feel it would be impossible to add to them, and 
even useless to allude to them. 

£: I have ventured to set out this very important 
question in a wide and general way, being convinced 
that what has been carried out successfully by other 
countries, far less powerful in every respect than India, 
not only might but ought to be attempted in that 
country, and that we in England ought to lend our 
co-operation in the settlement of the currency question 
of a country with which we have such intimate 
relations, commercially and politically. 

££ Of course, where an experiment is made, it is 
impossible to speak with certainty as to its results ; 
but it seems to me that this would be an experiment 
attended with a minimum of risk. 

££ The more advanced the principles in connexion 
with the currency of a country, the more they 
emphasise the civilization which exists ; and, as India 
is England and England is India, I, for my own part, 
have every confidence and belief that a gold standard 
might be introduced, and have no doubt but that, in 
the course of time, the British £ would be accepted 
in India, in the character of full legal tender, as 
readily as in other parts of the Queen’s dominions.” 


[Adjourned.] 


Mr. A* de 
Rothschild. 

12 Ian: 1800 
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Mr. W. 
Duncan. 

15 Feb. 1899. 


Mr. Walter Duncan called and examined. 


11.854. {Chairman) . You are Mr. Walter Duncan, 
of the firm of Walter Duncan and Co., of Glasgow, 
East India merchants ? — Yes, the senior partner, and 
also of Duncan Brothers and Co., Calcutta. 

11.855. Have you been engaged in the Indian trade 
for a long time ? — It is rather more than 40 years 
since I arrived in Calcutta to establish a business 
which remains to this day.* 

11.856. How long were you in India? — I was 
10 years resident there, and I have been connected 
with India ever since. 

11.857. Since then you have resided in Glasgow? — 
Yes, I have only paid one visit to India of six 
months’ duration. 

11.858. Then you have had a very wide experience 
of Indian trade ? — Yes, I have had a fair experience. 

11.859. How you remember the closing of the 
mints ? — Yes. 

11.860. Will you tell us whether you approved or 
disapproved of that measure ? — I thought it was a 
mistake ; I disapproved of it. 

11.861. Will you give us your reasons ? — I think it 
is better in the interests of India that the exchange 
should remain at the natural level instead of being 
appreciated by any artificial arrangement. 

11.862. You are aware of the financial position of 
India at the time when the mints were closed ? — Yes, 
and I sympathised most fully with the difficulties of 
the Government of India. 

11.863. In your opinion what has been the effect 
on the trade and production of India of the closing of 
the mints ? The experiment has been in force now, 
say, for six years. Will you tell us what you. think 
has been the effect on the trade of India ? — I think 
the full effect has not yet shown itself, because these 
natural laws work very slowly, though they work 
very surely, towards their end. It is always a difficult 
thing for a merchant to analyse the causes that pro- 
duce a given state of things at any moment. It is 
his duty to try to do it, but there are so many influences 
working in different directions that it is a difficult 
duty. But I cannot get over the conviction that the 
closing of the mints, and sc raising the rupee, tends 
to burden and must burden the exports of India, 
which is the interest of the great bulk of the 
population. 

11.864. Will you just explain to us how that works 
out ? In the fjrst place, have prices risen or fallen ? — 
Well, that is a very wide question, and it is not easy to 
give a single answer to it. There are many things 
the prices of which one can scarcely say have risen, 
there are are other things the prices of which have 
clearly risen, but it seems to me that on the whole — 
I am speaking over a broad period — for a long time 
there nas been very little change in prices in India. 

I think any difference is due rather to a change in the 


commodity itself than to change in the standard of 
value. 

11.865. Do you mean the supply has been insuffi- 
cient for the demand, and that therefore prices have 
risen ? — Prices have not much risen ; that is my belief. 

11.866. Then it would not be in the article itself? 
— But where there have been changes, I say it is due 
rather to seasons, for example, affecting the article 
itself than to any change in the standard of value in 
which the price of the article is measured. 

11.867. Then am I to understand that, irrespective 
of the changes arising from the excess of supply, or 
the deficiency of supply, in the article itself, prices 
have been unaffected by the exchange ? — They seem 
to have been very steady. The sulking thing has 
Jbeen that silver lias been such a good standard for 
India. 1 think it is rather a better standard of value 
for commodities in India than gold 1ms been in 
England. 

11.868. How has the price of silver run during the 
past six years — or rather the value of* silver ? — If you 
say the value of silver, then you raise the question of 
commodities again. 

J 1,869. The price of silver ? — The price of silver 
declined after the mints were closed, but it has risen 
since. It was down, I think, to 24 d., and it is 27 id. 
now. 

11.870. How, about the effect of the steady rise of 
exchange that there has been. There has been a 
steady rise of exchange, has there not ? — Yes, for the 
last two years. For some time after the closing of 
the mints exchange fell. 

11.871. For some time exchange fell, and then it 
began to rise, and it has risen pretty uniformly 
since ? — That is so. 

1 1.872. If the mints had remained open and exchange 
had still further fallen, what do you think would have 
been the effect on prices then ? — I am not sure that 
prices . would have been very different from what they 
are if exchange had fallen to 11c?., as probably it 
would have done. 

11.873. I rather thought you held the opinion that 
higher prices would have ruled ? — In course of time 
they would. 

11.874. But not by now? — Possibly they would. 

11.875. Who would have gained the advantage of 
those higher prices ? — The producer of the commo- 
dities which are exported from India. 

11.876. Do you not think that higher prices would 
have affected the cost of production ? — It would have 
encouraged production. 

11.877. That is not the point. Your argument, if 
I understand it correctly, is this: that the price 
becoming higher and the cost of production remaining 
the same, there would have been a larger margin of 
profit, which would have been to the benefit of the 
cultivator ? — That is my view. 
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11.878. But do you not think it possible that tlic 
cost of production might have risen ? — It is likely 
that the prosperity would have diffused itself through 
the whole community, and that the labourer would 
have got his share. I think that would come 
infallibly. 

11.879. Have you any opinion as to how far the 
advantages consequent on a rise in prices would be 
neutralised by increased taxation ? — I am not quite 
sure that I follow your question. 

11.880. Take some of the instances you have 
given here. Take first what you have said with 
reference to cotton goods ? — I think the right way 
for a Government to pay its way is to impose 
import duties. I look to the great example of 
England in that matter. I have put down here 
figures which would make up a revenue of 
Ex. 5,000,000, the amount that would be required 
if the 1.9. 4a 7 . exchange were reduced to a Is. l\d. 
exchange, ov some say Is. 2d. I prefer to say 

1,9. 1 \d., for this reason, that I take that figure to be 
the middle figure betwixt lid. and Is. 4 d. Now, I 
give an analogy that I think will explain what I 
mean. If I had been raised 20 feet above the ground, 
and had only one way of getting down, namely, by 
dropping the 20 feet, I should expect some calamity — 
I should expect broken limbs. But, if any kind 
friend interposed a platform half way between me 
and the ground, I should have to drop only 10 feet 
at a time and so reach terra firma safely. 

11.881. As I understand, you put the limit of fall 
at l,v. lie/. ? — That is so. 

11.882. On wbat ground do you base that? — 
Because we have an artificial state of things out of 
which I think it is desirable that we should get in 
the wisest way. 

11.883. The wisest way, if I understand you 
correctly, is that the rupee should be at its bullion 
value, and, of course, that the exchange should be 
affected accordingly ? — Ultimately, but I mean only 

1.9. in the meantime. 

11.884. We are not dealing now with the mean- 
time ; we have to deal with the thing permanently. 
Now, suppose the mints were open, and that the 
silver value of the rupee weut down to lOtf. ? — It is 
more than 10c/. just now ; it is rather over 10£cZ., and 
I expect that with open mints it would not go lower 
but would rather go higher, and I have put figures 
down here to show that. 

11.885. The point of your evidence is this, that a 

1.9, lj id. rate is better than a Is. 4 d. rate for the trade 
of India ? — That is so. 

11.886. Why?— Because I think the chief con- 
sideration is India’s interest as a producing country. 
If we put a burden on the production of India, India 
cannot prosper, and no interest in it can prosper. If 
India is prosperous, everybody concerned in the trade of 
India will be prosperous, because the people of India 
will be able to purchase what in tlieir poverty they 
could not pay for. I will try to give you an illustra- 
tion of how it tells. It is the producers who are the 
real exporters of produce from India, and with a low 
exchange they get so many more rupees. No doubt 
you wifi say that, if exchange were to fall, that would 
cheapen the gold price, and therefore tend to reduce 
the gold price in this country. That is quite true, 
but India is not the only producer of these articles; 
other countries produce them, and she is competing 
with other countries. We could compete favourably 
with exchange at the natural level, or, I believe, at 
something above it ; but it would be hopeless to com- 
pete if the exports of India had to bear a Is. 4d. rate 
of exchange, while others were competing on the 
privileged level of lO^cZ. 

11.887. What have they had to bear on an average 
for the last 30 years ?— There has been a much higher 
rate of exchange, but never an appreciated rate of 
exchange. I do not want a low rate of exchange. 
The artificially appreciated rate, of exchange puts us 
at a disadvantage with silver-using countries. That 
is the serious consideration* 


11.888. It puts India at a disadvantage with silver- 
using countries ? — That is so. 

11.889. Do you know the extent of the trade of 
India with silver- using countries? — But I mean in 
competing with other silver-using countries, though 
she may not be doing business directly with them. 

1 1.890. Do you know that nearly 80 per cent, of 
the trade of India is with gold-using countries ? — I 
am aware that that is so. 

11.891. Would not that form one of the reasons 
upon which you ought to base your opinion ? — It is 
with that knowledge that I have formed the opinion 
which I have expressed to you. 

11.892. Then you think the prosperity of the trade 
of India dates back from the time when silver fell ? 
— I would not say that. India was quite a prosperous 
country before silver fell, and I never had any desire 
that silver should fall. 

11.893. Then will you tell me where the burden 
is ? You say that a Is. 4 d. rate now would be a 
burden on the exports of India. I want to know 
whether that Is. 4 d. rate, or a Is. 6<7. rate, or even 
the Is. 9 d. rate which prevailed years ago, was a 
burden ? — That was no burden, because it was the 
natural level, and the same as in other silver-using 
countries. 

11.894. You said that before, but I want you to 
explain wbat you mean by that ? — I mean, India 
competes with other countries ; it competes with 
China, for instance. China will be remaining on 
a 10 hd. level, or, even taking copper cash into 
account, 10 or 15 per cent, above that — say on a 
Is. level — whereas we are working at Is. 4 d. 

11.895. (Lord Balfour of Burleigh.) Do I under- 
stand that the use of the word “ burden” in your 
answer means this, that, as compared with what 
would be the natural value of silver — take it for the 
moment at ll^L or ]s. — the expression “burden,” 
in your mindf is intended to imply the difference 
between the 11^/., or the 1.9., and the 1 s. 4d. which 
is the exchange at the moment; ? — That is so. I say 
India has to carry a burden from which China, a 
competing country, is altogether free. That is my 
point. 

11.896. (Chairman) Your argument really is now 
based on the Chinese competition? — Mainly, not 
solely. 

11.897. Assuming China out of the way ? — Then 
something would still remain. 

11.898. But it would be very little ? — Certainly it 
would be less. 

11.899. With your experience in the Indian trade, 
will you tell us where and to what extent China is in 
competition with India now ? — Well, it is not so 
much in competition with India, sc far as tea is con- 
cerned, as it used to be ; in point of fact, Chinese tea 
is pretty well driven out of the market; but we 
cannot leave out of view the events that have recently 
occurred in China, I think in all probability China 
will be a field for European capital and enterprise 
in the future which it has not been in the past. . 

11.900. What I want to see is where India has 
been in competition with China, and where it has 
been disadvantaged owing to a high rate of exchange, 
or take it on the silver basis, or in any way you like ? 
— I have given as an illustration the case of opium. 
The Indian Government’ itself is a producer of opium 
on the Bengal side. Now in 1896 they sold 39,000 
chests for a gross sum of .Rs. 51,165,550. In 1897 
they sold the very same quantity, which realised only 
Rs. 40,901,985, being Es. 10,263,565 less, due to it 
difference in exchange. 

11.901. Is there an effective competition now 
between Bombay and, say, any great Chinese place im 
the production of cotton or cotton goods in which the 1 
Indian market is at a disadvantage owing to the rise- 
in exchange, or rather where China is at an advan- 
tage as against India, owing to the rise in exchange ?' 
— Il think there has not been time for the competition 
to be effective ; but there is a real hope that it will be 
and I understand* from the manager of a large steaun 
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Mr W. shipping company here that they have been carrying 
Duncan . out machinery for years oast in very large quantities to 
China,. I understand further that building lots 
1° ®' e ^* fronting the Shanghai river have risen very much in 

price, just for mills to be erected there. 

11.902. All tins is speculation as to the future ? — It 
is a fact as to the machinery going out there. 

11.903. And it is also a fact, is it not, that some of 
the Chinese mills have come to grief? — I do not 
know that. I know one was burnt that was not 
insured. 

11.904. Do you know anything of the internal 
taxation of China ? — I do not. 

11.905. It is very different, I suppose you know, 
from the internal taxation of India? — N o doubt. 

11.906. And again, there is no coinage in China, 
in the proper sense of the word ? — I do not know 
about that. I know that there is copper cash in 
use, and that it costs more than silver at the present 
price, so that there is a tax there to some extent., 

11.907. I understand your opinion is that* sup- 
posing the mints were opened and exchange fell, 
and therefore there was an increase of taxation 
required in order to remit the gold to London for 
the payments that India has to make in gold, the 
best way to meet that would be by an increase of 
taxation ? — Yes. 

11, 90S. "You say you are in favour of import 
duties ? — Yes. Take the example of England, which 
it is well to consider ; I think everyone knows and 
acknowledges that imports are the proper subject for 
taxation and exports are not. 

11,909. "Who pays the tax on imports? — The 
consumer. Let us take an example of these two 
things — tea and whisky. Whisky is produced in 
Scotland in very large quantities, as we know ; yet 
the Government does not put a single penny of 
taxation on it as a •product . They do tax it as an 
article that is consumed but not as a product ; it is 
sent away perfectly free to the ends of the earth, 
whereas tea is an article produced in India and 
Ceylon chiefly ; it is burdened with an import duty 
equal to 50 per cent, at least of its value. I ask 
would the moral sense of this great country not 
recoil against an incongruity of that kind if the 
question were not dominated by purely economic 
considerations. 

11.910. The economical consideration is this, that 
the consumer is taxed ? — Well, it is a wise thing to 
tax consumption because that rather leads to economy, 
and economy itself is a good thing. It is a bad thing 
to tax production, because that discourages the creation 
of wealth, and that is a had thing. 

11.911. That is rather outside what I was asking 
you just now. I asked you who would pay the 
increased taxation which you propose to impose upon 
India, and you said the consumer? — That is so. 

11.912. Let me draw your attention to the resolu- 
tion which you seconded at the Glasgow Chamber of 
Commerce in October last. That resolution is this : 

“ That the true interests of India will best be attained 
(i by a return, as circumstances may permit, to a 
“ re-opening of the mints ” ? — Substantially so. 

11.913. Is that the view of your Chamber? — It is 
not the view of the Chamber ; our Chamber is very 
much divided on that question ; but it is the view, 

I think, of those who have experience of India, 
Mr. Donald Graham, and others. 

11.914. Now, do you think that opening the mints 
at once would cause widespread disaster to merchants 
and traders, and grave difficulty , to the Government 
of India ? — I think so. 

11.915. Will you tell us very shortly the plan 
which you would recommend to the Committee in 
order to avoid that widespread disaster ? — I think the 
Government of India could come, with perfect safety 
to itself, to a point midway betwixt, say, 1 $. 4 d. and 
lid., which is what I call the natural rate of 
exchange. 


11.916. Ilow would you proceed as to opening the 
mints? — I would keep the minis closed, and let the 
Government aim at l.v. 1 i<7. instead of l.v. Ad. 

11.917. (Mr. Campbell.) You mean closed to the 
public? — -Yes, that is all we mean when we talk of 
the minis being closed — simply closed to the public. 

11.918. (Chairman.) But, as 1 understood, the 
resolution which you seconded at the Glasgow 
Chamber of Commerce asserted that the true interests 
of India require the re-opening of the mints ? — . 
Ultimately, yes, and .1 think so, too. 

11.919. Ultimately, it would come to that? — Yes. 

11.920. 1 want you to tell us how you would arrive 
at that ? — I think that the future may bring us 
a great deal that we do not know of just now. 
I point in my paper here to what L think is a. very 
striking fact, the growing disparity between the. value 
of silver and the value of gold produced year by year. 
So recently as 1890 the value of silver produced in 
relation to the value of gold was as IDS is to 100. 
This last year we have not got the returns of silver, 
but we have got the returns of gold. Assuming that 
silver, which has been a diminishing quantity, is in 
1898 the same as it was in 1897, the proportion 
instead of being as 108 is to 100, will be as 29 is 
to 100. I think that is a very important and weighty 
fact tending to give us some concept, ion that silver 
has reached bottom, has passed it, and is now much 
more likely to rise in relation to gold than to fall. 
But, when we speakjof the future, one must always 
speak with reserve and with modesty. 

11.921. Your opinion is that the mints for the 
present should remain closed, but that the rate of 
exchange which, of course, using your own language, 
will be an artificial rate, should be Is. 1 1 d. ? — That is 
so. I think we must consider the present state of 
things, while cherishing tile hope of our ideal. 

11.922. Now, judging from the experience of the 
past year, do you think that the maintenance of the 
rupee at is. Ad. is compatible with prosperous trade ? 
— I think it will seriously injure trade. I have some 
figures here; they are not at first hand, but they 
were taken from the “ Home and Colonial Mail.” 

I can give the imports and exports, but the balance 
of trade is perhaps the important thing. In 1895-96 
it was Rx. 38,820,000. Next year it had fallen to 
Ex. 23,850,000 and last year 1897-98 it had fallen 
to Rx. 14,775,000. I think that is a very striking 
fact, assuming it to be a fact. 

11.923. Do you consider the trade of India, to bo 
prosperous just now? — I do not think it is prosperous 
just now. The jute mills have just agreed upon 
short time, to come into effect from tin*. 1st April. 
The imports of cotton goods during the last four 
years were as follows : — In 1894-95, Rx. 32,673,000 ; 
next year, Rx. 25,756,000 ; the next year, Rx. 
29,750,000 ; and in 1897-98, Rx. 26,395,000. I do 
not, for a moment, suggest that all that is due to the 
appreciated rupee ; we have had famine and other 
considerations to take into account; but what I 
always say is this, the most difficult thing that any 
merchant who tries to be fair with himself has to do 
is to analyse causes. 

11.924. The famine would be a disturbing element ? 

— No doubt it would contribute its share. 

11.925. And probably the increased production of 
cotton goods in India would be a disturbing clement ? 

— Quite likely, but the imports of other merchandise 
show an increase in these years, whereas cotton goods 
show a decrease. 

11.926. But taking the trade of Tndia, as a whole, 

do you think it is decreasing ? — The imports, as a 
whole, have not decreased in the last four years, they 
have rather increased, but the exports have decreased. 
Taking these figures, as I say again, to be authentic, 
the exports in 1895-96 were Rx. 118,000,000 

11.927. We have all the figures before us ; I do 
not think you need go into that ? — Very well. 

11.928. (Lord Balfour of Burleigh?) What are 
the considerations which lead you to fix upon Is. l\d. 
as your favourite rate of Exchange . My conviction, 
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which I hold with all deference to the views of others, 
is that we shall never be right until we have returned 
to open mints; but we are in an artificial state of 
things just now, and we must consider the position. 
To return immediately to open mints would, I think, 
produce disaster to merchants and traders, and grave 
difficulty to the Government of India. 

11.929. Do I understand that you would return at 
once to Is. l^c?. ? — Yes, and I have shown how the 
Government could easily pay its way if that were 
done. 

11.930. Why do you take Is, \\d. as the rate? — 
Because it is the middle betwixt 1U. and 1.9. 4 d., and 
it is easier to proceed by two steps than by one, easier 
and safer. 

11.931. Your ultimate idea is to get back to open 
mints, utterly irrespective of how high or low silver 
may go ? — I have faith in the future of silver. 

11.932. But suppose your faith should be not well 
placed — it is a very speculative subject ; new silver 
mines may be discovered, and so forth, and it is not 
beyond the bounds of possiblity that silver may go 
very much lower than it has ? — I think it is beyond 
tbe bounds of possibility. That is my opinion. 

11.933. Why ? — Because everything that can tell 
against silver has been telling for years past, and the 
result has been not a lower price for silver but a 
higher. If we were to open the mints it would create 
an increased demand. China has got a very great 
future ; so has Africa. ; and both need silver. 

11.934. But, after all, the real factor in the value 
of ^silver will he its cost of production ? — Yes, that is 
so with all commodities — and demand and supply. 

11.935. Do you know what is the cost of production 
of silver now under favourable circumstance in the 
best mines? — I have heard it stated as low as 
Is. ttd., but that is exceptional, and I think that 
would no more regulate the price of silver than the 
salmon that leaps into the fisherman’s boat and costs 
him nothing affects the price of salmon, to use an 
illustration with which we are all familiar in econo- 
mic writings. 

11.936. So the policy that you advocate obviously 
does hinge entirely on the future of silver? — Yes, 
and I think everything warrants our anticipating a 
reasonable price of silver. Everything has been 
against silver for years past, and yet silver has 
risen. 

11.937. Suppose America were to cease the pur- 
chase of silver in order to coin silver; would that 
have a bad effect ? — No doubt. But you know our 
Scotch proverb usually given in answer to supposi- 
tional questions : “ If the lift should fa’ it would 
“ smore the laverocks,” which in English is, “ If the 
“ heavens should fall the larks would he smothered,” 
and yet they sing. 

11.938. Do you consider it as improbable that 
America will give up buying silver and coining it as 
that the heavens will fall ?— Oh, I do not say that. 

11.939. Then you would not press your proverbial 
analogy too far? — No, but it illustrates the difficulty 
of dealing with hypothetical questions. 

11.940. (Mr. Campbell .) With regard to the com- 
petition of China or other silver- using countries with 
India, you do not suggest, do you, that it is only in 
competition with these countries that the question of 
exchange tells ? — No, it tells quite as much in the 
South American markets — Argentina for example. 

11 941. You think the rate of exchange affects 
India’s trade and competition with gold-using 
countries to a certain extent P— -Yes. 

11.942. For instance, in regard to the supply of 
wheat to the English market. At a low rate of 
exchange India might be able to outbid America, 
whereas, if the rate were raised, it might give America 
the advantage ? — Quite so. India could not compete 
effectively at the price. * 

11.943. Therefore, it is not only with silver-using 
countries that this question of exchange tells, but in 
competition with gold using countries also ?— That is 


so ; all other countries that produce similar com- 
modities. 

11.944. You say in your paper that you hold that it 
is no part of the functions of Government to regulate 
the volume of currency ? — What I mean by that is 
that, if a Government enter upon that course, it enters 
upon a very injurious policy. I do not want to put it 
in any offensive language, but that is what I mean, 
and 1 atn not aware that any Government has tried to 
raise exchange by doing that. 

11.945. You think that the regulation of the volume 
of currency should be left to the operation of trade 
influences ? — That is my view entirely. 

11,916. Then, taking the question of the ratio, 
whether it is 1.9. 4c?. or Is. 2d. or Is. would you 

say that whatever ratio was fixed upon should be one 
that would permit of gold coining to India freely and 
automatically and without artificial assistance ? — Of 
course, so long as the rupee is appreciated we cannot 
say it is relieved from all discouragements, but I do 
think that at, say, Is. 1 ^d. it is much more likely to 
come. The argument is often used that, if exchange 
were steady, gold would go to India ; but it seems to 
me that English gold will go out there only if it can 
find profitable investment; and my belief is that an 
appreciated exchange puts such a tax upon exports of 
every kind, whether they be the produce of the soil or 
the products of modern machinery, that you would 
not have prosperous undertakings in India. 

11.947. Then you suggest that in addition to 
offering 17 rupees for the sovereign the Government 
should also have the. power to coin rupees themselves ? 
— -That is so. 

11.948. But to the extent to which gold came in as 
currency at 1 7 rupees to the sovereign, the currency 
would be to that extent replenished, and the need for 
coining rupees would be correspondingly reduced ? — 
That is so, and therefore I fall back on providing a 
budget from taxation. 

11.949. Would you admit that there are any 
objections to allowing the Government to make a 
profit out of the coinage by turning out a rupee worth 
Is. 2d. or 1.9. 4ri. out of 10 d. or lie?, worth of silver ? 
— I cannot regard the principle as sound, But it is 
much more pardonable to do it at 1.9. l-t<?. or Is. 2d. 
than at Is. 4 d. The Government just now are 
relieving the burden that falls on them by raising 
exchange to Is. 4d. I say you cannot create wealth 
by a financial device. You can shift the burden 
from one interest on to another. By" raising the rate 
of exchange to is. 4*?. the Government is relieved to 
a certain extent, and imports get a certain bonus, 
but both of these forms of relief must rest somewhere, 
and they fall upon exports, which I say is the very 
last thing that should be taxed ; quoting the example 
of England again in justification of that remark. 

11.950. With regard to this power of coming, do 
you think it would be right to give the Government 
full discretion, or that there should be certain 
restrictions imposed to prevent the possibility of over- 
issues ? — I am not sure that I have considered that 
question sufficiently to give evidence of any value ; 
but I quite see this, that, if the rupee be appreciated 
in that way, it is open to abuse the same as paper 
currency is open to abuse. 

11.951. Speaking generally, you recognise the 
necessity of "some check ? — Yes, I think it would be 
advisable. - 

11.952. Now, taking 11c?. as the intrinsic value of 
the rupee, I think you hold that the difference between 
that and the Government rate of Is. 4c?. operates to 
that extent as a tax upon exports, while at the same 
time it operates to the same extent as a bounty on 
imports ? — That is my view. 

11.953. And you would propose to equalise that 
to some extent by reducing the rate to Is. 1-|<?. and 
raising the import duties to 10 per cent. ? — I would. 

11.954. You think an arrangement of that kind 
would be in no way unfair towards imports ? — -Very far 
from it. Even then I think imports would still get a 
bonus. Thie Manchester interest is a great interest ; 
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it deserves to be considered and will be considered. 
But Manchester manufacturers who want open mints 
could desire nothing more than free imports. Now a 
piece of shirting costing, let us say, 5s. with exchange 
at 11 d. would cost 5 rupees 7 annas 3 pies free of 
duty, whereas with mints closed to tiie public 
and exchange at Is. He?., even though that 5s. were 
taxed to the extent of 10 per cent, and made 5s. 6<£, 
the cost in rupees would be only 4 rupees 14 annas. 
Therefore there is still a bonus to imports. 

11.955. There is still a bonus to the imports after 
making the adjustment you speak of? — That is so ; a 
bonus of over 9 annas on every 5s. 

11.956. Now, if a suitable ratio were adopted at 
which currency would flow into the country, what 
effect do you think that would have on the country’s 
prosperity ? — I am quite sure that exports would 
receive a great stimulus. The producers, who 
number 180 millions, would prosper, and therefore 
imports would certainly prosper as well, and the 
indirect gain to the Government would be very great 
from railways and otherwise. 

11.957. Bo you think that the revenue would 
expand under those circumstances ? — I think the 
revenue would expand certainly, because the area of 
cultivation would he increased and rents would rise — 
slowly, but surely. 

11.958. You think the revenue might expand 
sufficiently to enable the additional taxation you 
suggest to be dispensed with ? — I think that is quite a 
reasonable expectation. 

11.959. (Sir C. Crosth waite i) You say that the 
method adopted by the Indian Government has been 
to close the mints and restrict the currency. What is 
the object of the Indian Government ? Is it merely 
to restrict the currency or have they any further 
object ? — That is a step towards a further end — to 
raise the rate of exchange, and so save them the loss 
on their remittances. 

11.960. Is that the object with which the mints 
were closed ? — I so understood. 

11.961. Was it not to introduce a gold standard? — 
I believe it was. 

11.962. Was not that the avowed object — the very 
purpose for which the thing was done— -to lead to the 
introduction of a gold standard? — Then it was a 
step to something else. Ultimately it was to relieve 
the Government from the burden of meeting the 
16,000,000/. or 18,000,000/. sterling in this country. 

11.963. But the object was to introduce a gold 
standard? — Quite so. My evidence can be of no 
value as to that, but I admit that, as you put it to me. 

11.964. When you say that there is no precedent 
for such a step, do you know of any other method by 
which a gold standard can be introduced into a silver 
standard country, except by the preliminary step of 
closing the mints to silver? — But 15 rupees to the 
sovereign is no necessary condition of a gold standard. 
It might as well be 18 or 20. 

11.965. The radical distinction between you and 
the Government of India is that the Government of 
India aim at a gold standard, and you would have no 
gold standard at all ? — That is so. 

11.966. You have laid stress on the fall in the price 
of opium. Have you examined the latest statistics of 
opium sales ?— I have not the latest statistics before 
me. 

. 11,967. Are you aware that the price of opium has 
risen considerably since last December? — 1 am not 
aware of that. 1 have no knowledge on that subject. 

11.968. (Mr. Le Mar chant .) You allude to the 
price of opium being very low in the year 1897. Have 
you observed whether it has been as low, or even 
lower, in past years ?— I think not so low in past years 
—never so low in past years, so far as my recollection 
goes. 

11.969. Not even when the mints were open ? — 
Not when the mints were open. I am not speaking 
of the price just now so much as the aggregate value. 

11.970. How far would the aggregate value depend 
on the quantity of the crop that had ' to be sold?— 


I know that the Bengal Government used to soil 
55,000 chests in former years ; it has been a declining 
trade; it has always been an uncertain trade. I 
remember very well when Mr. Wilson came out in 
1860 that he deprecated much reliance being placed 
on the opium trade. He thought that it was a 
trade that would diminish, and, perhaps, disappear 
ultimately. 

11.971. In your notes you speak of the same 
amount of chests being sold in 189/ as in 1896, but 
realising in 1897 lbs. 10,000,000 less than in 1896. 
Y r ou attribute that difference to the rate of exchange ? 
— Yes, the price in China being the same, the 
difference in exchange would account for it. 

11.972. The price in China you look upon as a 
iixed quantity ? — Not necessarily ; only as a. merchant 
I observe this; the closer von come to the consumer 
the more difficult it is to mist*, prices. 

11.973. But the consumer’s power of purchasing 
may be affected by a good many circumstances ?— 
That is so. 

11.974. You allude in your notes to the intro- 
duction of the precious metals as having formerly 
diffused wealth. Bo you regard silver as having come 
in for ordinary commodity uses or solely for currency 
purposes ? — For both. 

31.975. Should you say one more than the other? 

It used to be about 8,000,000/. sterling of silver that 
was introduced annually into India (1 am speaking 
from memory), and it was understood that about half 
of that was coined into rupees, the rest being taken 
for other purposes. 

11.976. Bo you think that the hulk of what was 
coined in rupees was added to the currency ? — In the 
first instance, but then a great deal was 'taken from 
the currency for manufacturing purposes, because 
with the stamp upon it it was a guarantee that it 
was silver of acknowledged purity. 

11.977. Would you regard the amount of silver 
that came in in that way as a test of prosperity? — 
Itjspeaks to the balance of trade. 

11.978. May it not speak to a preference for taking 
silver rather than other commodities ? — No doubt, but 
then silver is the form in which the surplus wealth is 
kept. A man does not buy two needless dimities; 
he rather puts his surplus into coin. It is after all 
his common needs are met, that lie would lay by his 
surplus wealth, and in that form. * 

11.979. If other imports am now being taken in 
greater proportion, would that not show that the 
country had a preference for other forms of com- 
modities instead of silver?— I do not know to what 
period you refer. 

11.980. I think you say the higher exchange 
tended to cause a larger importation of commodities 
generally ? — It helps ; it cheapens the rupee price. 

11.981. Then would you regard the result as being 
worse tor India than if India took silver ? — I would 
not regard it as being worse. 

11.982. You say : “ Despite the supposed ad- 
u vantage to imports of* an appreciated rupee, the 
u trade in cotton yarns and piece goods shows no 
“ increase, but rather marks a decline”? — Yes, I 
have given figures already to that effect. 

11.983. Is that an exception to what you regard as 
the general rule? — Increase is the natural thing to 
look for. When 1 went to India, 40 years ago, 
Calcutta imported 25 millions or 26 millions, or at the 
most 28 millions of yards monthly. She now imports 
90 millions ; but we know that the population has 
increased. Sir Robert Giff’en has given ns the facts 
in his lecture, which appears in the Times this morn- 
ing, of the great increase of population, and therefore 
the trade ought to expand correspondingly. 

11.984. But you would say that this trade docs 
not increase in the same proportion ? — I am speaking 
of the last few years ;^but then I do not assign that 
to any one cause. I say there is move than one cause. 
Let me explain that we have had famine and troubles 
of various kinds, and very likely these have had 
their influence. 
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11.985. Do you think that the local manufactures 
in India would have had something to do with that, 
the out-turn of the Bombay mills, for instance? — No 
doubt that is so. 

11.986. But putting those particular commodities 
aside, would you say that imports had been increased 
by the closure of the mints as a matter of fact ? — There, 
again, my difficulty is to analyse the causes that 
produce the effect which we acknowledge. I wish to 
speak with great reserve, because I know the difficulty 
as a merchant who has had in the course of his life to 
analyse causes. There are currents in this direction 
and currents in that direction. 

11.987. (Chairman.) Crosscurrents? — Cross cur- 
rents; and he is not a wise man who jumps to a 
conclusion in matters of that kind. But what dis- 
courages exports cannot be good for imports in the 
long run. 

11.988. (Mr. Le Marchant.) I thought from your 
singling out these two particular articles that you 
viewed them as an exception to the general rule that 
imports would be increased? — Cotton piece goods are 
the largest single article, and therefore I selected 
them. 

11.989. But you find, as a matter of fact, they do 
not increase ? — The last few years they have not 
increased ; but, if you go far enough back, you find 
they have increased wonderfully. As I say, when I 
went to India the first time, and found 28 million 
yards coming out in one month — it was too much; 
now we find 90 million yards imported in a month. 

1 1.990. I wish to arrive at what conclusion you draw 
from the facts which you mention in this paragraph ? — 
What is in my mind is this, that raising the rate of 
exchange does directly favour imports, and does 
directly burden exports ; but, inasmuch as imports 
must in the long run be paid for through exports, the 
serious question remains. If the exports are burdened 
the country cannot prosper, and if it does not prosper 
it cannot afford to pay so freely for piece goods or 
anything else. 

11.991. And you consider that the reason India is 
not taking piece goods in larger quantities is from 
this hampering of exports ? — There again, I must just 
repeat what I said. I acknowledge there have been 
experiences in the last few years, in the way of famine 
and so on, that very likely have contributed their 
share to this result. 

11.992. Also the Indian manufactures at home ? — 
Very likely that also. 

11.993. What would you say of exports in the 
present season ? Would you regard them as being on 
a favourable scale compared with average years?— The 
last three years they have been steadily diminishing. 

11,991. But take the present season — what should 
you say? — You have had better crops following upon 
a time of famine ; but I think in a broad question of 
this kind, no one can safely rely on one year or two 
years ; you need a longer average in order to illustrate 
how a law operates. 

1 1,995. Would not the restriction of currency be 
operating now with increased force r Now that the 
mints have been closed for six years, would not one 
expect a marked and visible diminution of exports at 
this moment ? — I would not say marked ; I would not 
expect marked. Last year, for example, there was 
a great impulse given to the export of wheat, not 
from anything special in India, but from the great 
rise in price which took place in this country for 
some time, which again originated in the brain of one 
distinguished man in Chicago, Mr. Leiter. 

11 996. Which would you view as the more im- 
portant condition, exchange, or those other influences 

The witne 


which you speak of ? — U seems to me that, if you 
raise the rate of exchange, you introduce an element 
which is bound to tell — to tell steadily always and 
increasingly against India as a producing and exporting 
country. That is the law. I would not wait for 
statistics, or expect statistics to do anything else 
than illustrate that. The law appeals to us as certain 
to act always. 

1 1.997. And you would regard statistics as proving 
it so far as they go ? — I am not quite sure that they 
would immediately ; but in the long run they would. 

11.998. But up to now? — Well, I think you need a 
broader average to give you reliable evidence. 

11.999. (Sir A. Dent.) l r ou advocated imposing a 
duty on cotton goods to benefit the Indian revenue, 
and you also advocated that the duty should be taken 
off tea in this country ? — Oh, no. 

12.000. You do not advocate that at all ? — Not at 
present. I think the Government of this country is 
well enough guided in its fiscal arrangements. I 
would be glad to see the tea duty taken off, but I am 
merely putting it as an illustration of the different 
way in which the Government of this country pro- 
ceeds, and the way in which the Government of India 
has proceeded. 

12.001. The great object of putting a duty on tea 
in this country is, I take it, to levy a tax upon a 
certain part of the population who would otherwise 
not be taxed at all?-— That is so, and it is perfectly 
legitimate, I admit. 

12.002. I thought you advocated the removal of the 
duties here, and I was going to say that it is very 
doubtful whether the planters in India and Ceylon 
would favour that. Now you say that silver is a 
good standard for India ? — I think it has been a good 
standard for India. 

12.003. Does that mean that you are against a gold 
standard in any form ? — I am against a gold standard, 
certainly, at the ratio. 

12.004. ( Chairman .) The question is, are you against 
a gold standard or not ? — Weil, I am against a gold 
standard. 

12.005. You are against a gold standard altogether ? 
— Yes. 

12.006. (Sir A. Dent.) Then you favour Is. lid., 
as being a natural rate of exchange, and you think 
that profit on coinage would be more pardonable at 
that rate than at Is. 4 d. ? — I do not regard Is. 1 ]d. as 
a natural rate* The natural rate, I should think, 
would be about 11*Z. 

12.007. But Is. lid. would be a more natural rate 
than Is. 4 d. ? — A more natural rate. I take it as the 
middle betwixt the natural and artificial rate now 
existing. 

12.008. You point also to the large increase in the 
production of gold and the way in which the production 
of silver is, anyhow, not increasing. If the Indian 
Government were to fix their limit of exchange now 
too low — for instance, if they fixed it now at Is. — 
but some 10 years hence it should be found that that 
was a very improper rate, owing to the relative 
production of gold and silver, what do you think 
would happen ? — Then the cure would be easy. They 
would open the mints and bring about the natural level. 
That would be a solution, I think, perfectly possible 
and desirable ; although, as it is prophetic, I would not 
like to be sure of it. I should be very glad to see 
■exchange at Is. 4 d. if it came about in consequence 
of silver rising in gold price. 

12.009. But the object of the Indian Government is 
of course to have gold, and they could not throw their 
mints open to the world and get their gold ? — But I 
was assuming that we were not to have a gold standard. 

; withdrew. 
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Note subsequently handed in by Witness. 

May I be allowed to refer to the universally 
acknowledged help that railways give in delevoping 
India ? The evidence of Sir A* B* Macdonell before 
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the Committee on that subject is alike interesting and 
instructive. But after all what can they do ? They 
may cheapen transport to the sea-board by 10, 15, or 
at most 20 rupees, or a maximum of 1Z. 6s. 8d. per 
ton* But a Is. 4 d. rate of exchange adds 35 or 40 
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rupees, or a maximum of 21. 13.?. 4 d. per ton, to the 
gold price of ordinary produce, while on tea it adds at 
least 14/’. per ton. 

We give to the people of India good government, 
and, so far as human power can avail, we protect 
them from the three great providential scourges of 
war, pestilence and famine, so that they are increasing 
at the rate of 8,000 every day. But, if we condemn 
them to a deeper poverty by interposing a prohibitive 
finance betwixt them and the foreign market for the 
produce of their labour, where is the blessing ? 

In illustration of wliat I have said, that we cannot 
create, wealth by any financial device, though we may 
relieve one interest by burdening another, let me sub- 
mit the following figures. Taking exports at 
70,000,000/., imports at 52,000,000/., and Government 
remittances at 18,000,000/., the comparison s tated in 
millions stands thus : — 


— 



Differences. 

At Is. 4d. 

At 

At 

At 

At 

Is. 1 \d. 

lid. 

Is. 1 \d. 

lid. 

£ Rx. 

R x. 

Rx. 

Rx. 

[ Rx. 

Exports - 70 = 105 

124o- 

153 

194 

48 

Imports - 52= 78 

Government 

92-J 

113J 

14i 

35-| 

Remittances 18= 27 

32 

39£ 

5 

12| 


Thus to save 300 millions of people from paying 
taxes amounting to Bx. 12i millions = 6$ annas 
each, we have put a tax of Rx. 18 millions upon ISO 
millions of the poorest, which amounts to 42 H annas 
each. My proposal is to relieve those ISO over- 
burdened millions, to the extent of Kx. 10 1 millions, 
by putting Kx. 5 millions upon the whole population ; 
that is to say, I would burden all who share in the 
benefits of good government, to the extent of 2? annas 
each, in order to relieve three-fifths of their number — 
the poorest — to the extent of 17.1 annas each. This 
is an argument based on equity, and is quite apart 
from the all too reasonable fear that under the present 
disabilities to exports the balance of trade mav so 
seriously diminish as to produce an absolute, deadlock. 
The tendency must be in that direction (hough i' may 
only be after prolonged sulTering that (he result 
becomes unmistakable. 

Then, in regard to the great loss which (he. 
Government of India sustained as a producer of opium 
in 1897, compared with 1890, I hold it to bo 
demonstrable that the loss was due to (lie Govern- 
ment’s financial policy more than to any or all other 
conceivable causes puc together. The point is im- 
portant chiefly as an illustration of the way in which 
the interests of other producers for export arc pre- 
judicially affected by that same policy, for their 
positions are analogous. 

Walt Kit Duncan. 


Mr. J. E. 
O’ C( nor , 
C.l.E. 


Mr. J. E. O’Conor, C.I.E., recalled and further examined. 


12.010. ( Chairman.) I will first of all ask you one 
question about a statement made by the last witness, 
Mr. Walter Duncan. Speaking of Bengal opium, he 
says that in 1896 the Government sold 39,000 chests 
for a gross sum of Rs. 51,165,550; and, in 1897, it 
sold the very same quantity, which realised only 
Rs. 10,901,985, being Rs. 10,263,565 less ? — The fact is 
that the price of opium is a most fluctuating thing. It 
is the most speculative trade in India, so much so that 
it might even be called a gamble. In 1897 the Manvaris 
were not able to gamble as freely as they had been able 
to do when the rate of discount was lower, the 
stringency of the money market restricting their 
operations, with the result that the active competition 
of ordinary years was absent. This was the main 
cause of the fall in price, but there lias been a recovery 
since. 

12.011. What is the price now? — In September 
1897 the price was 968 rupees a chest, in September 
1898, 1,079 rupees ; in October 1897, 984 rupees, 
October 1898, 1,073 rupees; November 1897, 987 
rupees, November' 1898, 1,134 rupees ; December 
1897, 1,040 rupees, December 1898, 1,138 rupees. 

12.012. That is about a 10 per cent, rise all round? 
— Yes. 

12.013. Have you got the quantities sold in 1898? 
— We are selling and exporting more than in 1897. 
Of Bengal opium the number of chests sold up to 
April 1897 was 3,250 a month ; from April down to 
December 1898 the number was 3,400. In connexion 
with the export trade we must take into consideration 
Malwa opium. The trade does not consist of Bengal 
opium alone ; there is a large quantity of Malwa 
opium, and Malwa opium has revived considerably 
after a period of great depression extending over some 
years. There is a much larger export of Malwa 
opium from Bombay this year than last year. The 
exports of opium in the "first nine months of the 
present year, compared with the same period in the 
two preceding years, are : — 



I 

From Calcutta. 
Chests. 

From Bombay. 
Chests. 

i 

1896-97 - 

_ 

_ 

29,030 

i 

17,534 

1897-98 - 

- 

- 

29,361 

14,106 

1898-99 - 

- 


30,778 

19,084 


12.014. You say that the stringency of the monev 
market prevented the Manvaris from borrowing money 
for the, purpose of speculating with it. Now that 
the market is resuming its normal conditions, then 4 
is nothing to indicate that opium is being affected 
by the rate of exchange Nothing at all. ' Business 
operations and speculation have been actively resumed. 
Perhaps you will allow me to point out that during 
the years when the mints were open the price of 
opium was frequently much lower than it is fo-dav or 
was in 1897. 

12.015. In your evidence before us last July, you 
were asked a question with reference to the allegation 
that the closing of the mints has caused great dissatis- 
faction in India. Would you say whatever vou have to 
say upon that point ? — I said that no such evidence 
was forthcoming. We examine the native press with 
the greatest care in India from week to week, and, if 
there is anything causing dissatisfaction among the 
people, we hear of it from the native press as well as 
from other sources. We never heard at all that there 
was such dissatisfaction. The native press always 
makes itself promptly heard if there is any kind of a 
grievance or dissatisfaction, and the subject is kept 
permanently before the- public. Neither from the 
native press nor from other sources lias there been 
any indication of dissatisfaction with the action of 
Government in closing the mints. A witness before 
this Committee demurred to that remark, and pointed 
as evidence of dissatisfaction to a resolution passed 
by the National Congress last December. I have 
that resolution here. Mr. Wacha, of Bombay, a 
Pax see gentleman, who has written extensively on the 
currency question for some years past, moved the 
following resolution — 

“ (a.) Resolved, that, having regard to the 
fact that . the principal cause of the loss by 
exchange is the steady growth in the demands on 
India lor expenditure in England, this Congress 
is of opinion that any artificial device for meeting 
that loss, either by changing tlio currency at a 
heavy cost, or contracting the internal currency, 
must add to the pressure on India’s monetary 
resources and to her trading disadvantage. 

(b.) That the only real relief is carrying out 
practically the principle, affirmed by competent 
authorities, of England bearing an equitable 
share of that expenditure. 
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“(c.) That the Congress regrets that, save 
Mr. Romesh Chunder Dutt and Mr. Merwanji 
Rustomji, competent and qualified Indian repre- 
sentatives have not yet been invited as witnesses 
to represent the Indian view of matters on the 
subject which now engages the attention of the 
Currency Committee, of which Sir Henry Fowler 
is tliu President. 

“ (d.) That the President be authorised to 
request Sir W. Wcdderburn, Chairman of the 
British Congress Committee, to communicate the 
foregoing Resolution to Sir Henry Fowler, Chair- 
man of the Currency Committee in London.” 

That is the Resolution of the Congress, passed in 
Madras, on the 29tli December 1898, which was 
pointed to as evidence of dissatisfaction. I have been 
looking through the annual proceedings of the 
National Congress to see what it has said from time 
to time upon currency matters, and this is what I find. 
In December 1S92, during the agitation for the closing' 
of the mints, the Congress resolved : 

“ That, having regard to the diversity of 
opinion that prevails on the currency question, 
and the importance of the question itself, this 
Congress desires to express its earnest hope that, 
unless its hands are forced by the action of any 
Foreign Power, necessitating a change in the 
currency or the standard, which might prove 
injurious to the interests of the country, the 
Government of India will refrain from taking 
any steps until the labours of the Brussels Con- 
ference have been completed; and, further, that 
the Government will lay before the public for 
discussion the proposals which Lord Herschell’s 
Committee may recommend, before definite action, 
if any, is resolved upon.” 

In December 1893, after the mints were closed, 
Mr. Dadabhai Naoroji being in the chair, it was 
resolved : ' 

“That this Congress places on record its deep 
regret at the recent hasty legislation of the 
Government of India closing the Indian mints 
against the private coinage of silver, whereby 
tiie people of this country have been subjected 
to further indirect taxation of* a burdensome and 
indefinite character, and some of the most impor- 
tant trades and industries, notably the mill 
industry, have been seriously disorganised and 
injured.” 

Between December 1893 and December 1898 the 
National Congress did not revert to the subject. In 
December 1898, the resolution read just now was 
preceded by only two speeches, which were made by 
Mr. Wacha and Mr. Iyer. Those speeches may be 
called in effect mere political speeches. 

12.016. You still retain your original opinion that 
there is no general dissatisfaction existing in India 
upon this question ? — If there had been any dissatis- 
faction wc should not have been left to hear of it 
more than five years after the closure of the mints 
from a resolution passed by the National Congress. 
When I gave evidence before, I remarked that there 
were no expressions of dissatisfaction, although 
attempts had been made from England to incite to 
suph expressions. An illustration of my meaning 
occurs in connexion with the resolution of the 
National Congress to which I have been referring. 
It appears from the report of the proceedings that the 
following telegram was sent, though unnecessarily, to 
the Congress : — “ From the Royal Exchange, Calcutta, 
“ Mr. Forbes Mitchell ” (described by the Congress 
Chairman as 46 a well-known gentleman of Calcutta 
“ and friend of India ”) : “ Mr. Barclay, Chairman 
“ of the Manchester Chamber of Commerce, hopes 
“ that the National Congress will protest against 
“ the gold standard.” On receipt of this message a 
copy of the resolution was sent to Manchester, as the 
Committee were informed. 

12.017. {Lord Balfour of Burleigh. .) What m- 
ference do you want us to draw from the fact- tnat 
there was nothing done between 1893 and 1 898 ? 


That there was no dissatisfaction in the sense in 
which the word has been used before this Committee, 

12,018. {Chairman.) Now we will go to the 
question of illicit coinage. We should like to hear 
what the Government of India have said in respect of 
illicit coinage of rupees. Will you state their views 
and give us the evidence on which it was based ? — 
I have here a despatch from the Government of India, 
dated the 12th January 1899, in which they send all 
the information they had. The following paragraphs 
contain the gist of the despatch : — 

“ We have already, in reply to your Lordship’s 
telegram of the 28th November, telegraphed the 
substance of the information at our disposal in regard 
to cases of illicit coinage recently discovered. We 
now beg to say that Mr. Henry’s remarks attracted 
our attention before the receipt of your Lordship’s 
despatch, and we made inquires on the subject. We 
forward a copy of our correspondence with the 
Government of Bengal, from which it will be seen 
that Mr. Henry’s remarks as to the likelihood of coins, 
with the same proportion of silver as Queen’s coins, 
being produced in large quantities were wholly con- 
jectural. For it is now admitted that, although 
special measures have been taken since the closing of 
the mints to watch persons previously convicted or 
suspected of coining, and several hundred counterfeits 
have been collected by the police in Bengal, only five 
false coins have been detected in the last five years 
the composition of which approximates to that of 
genuine coins. 

44 We may further add that, in connexion with the 
remark made by the Chairman of the Assam Branch 
of the Indian Tea Association, in his letter of 20th 
June 1898, a copy of which was sent to your Lordship 
with our Financial Despatch, No. 235, dated the 
4th August 1898, we caused inquiries to be made as 
to the alleged circulation of spurious coin in Assam. 
We enclose a copy of the correspondence with the 
Chief Commissioner. His inquiries are not yet com- 
plete, but all reports yet received from district officers, 
some of whom have made most minute inquiries, tend 
to show that the number of spurious coins in circu- 
lation in Assam is very small, and not increasing. 

44 We beg to enclose a copy of a memorandum we 
have caused to be prepared of all cases of counterfeit 
coinage which have been specially brought to our 
notice within the last year or so. The evidence 
afforded thereby in no way justifies the fears that 
have been expressed as to the possible production on 
a large scale of counterfeits containing a high per- 
centage of silver, nor is there any evidence of a large 
increase of silver counterfeits in the experience of the 
Calcutta Mint, to which specimens of the counterfeits 
discovered in Bengal and Northern India have been 
sent for assay. During the past year the Assay Master, 
Calcutta, received for assay 205 counterfeit coins, of 
which 3 01, very nearly 50 per cent., contained no 
silver whatever, while 104 contained silver varying in 
proportion from 6*08 per cent, to 90*50 per cent., 
the standard for genuine rupees being 91 *66 per cent. 
We append a table showing the proportion of silver 
found in each of the 74 whole rupees assayed. 

“We also wish to bring prominently to your 
Lordship’s notice that, with the exception of six coins 
struck between dies (all of one batch) which were 
recently detected by the National Bank in Calcutta, 
all the counterfeits discovered have been cast in 
moulds, and that this method of manufacture is too 
laborious and slow to admit of coins being produced 
in sufficient quantities to constitute a danger to the 
currency of the country. The origin of the one batch 
of coins that were struck has not yet been discovered, 
but it seems to us in the highest degree improbable 
that the machinery required for turning out coins in 
large quantities could be imported and used anywhere 
in British India without immediate detection. 

“ We remain, therefore, of the opinion expressed at 
the close of our telegram of 26th December, that there 
is no evidence of counterfeiting on any appreciable 
scale, and we think with your Lordship that the 
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C.I.E. and also, perhaps, to the stringency of the money which does the milling at the same time that the 

*7 market during recent years, and to the attraction of reverse and the obverse are struck, the milling must 

e ’ 189 9, purchasing cheap silver bullion.’ 5 . be done separately by hand, and it is necessarily im- 

The Chairman of the Indian Tea Association, at perfectly done. Of the 16 rupees which I have here 
a meeting in June last year, remarked that the 15 were cast in moulds, and, as the Government of 
amount of spurious rupees in circulation in Assam India point out, there is no danger to be apprehended 

required the serious attention of the Government, from cast coins, the process being slow and crude. 

Thereupon, the Government of India asked the Chief This kind of coining is limited to the small and poor 

Commissioner of Assam to report whether spurious class of professional coiners, and it would be im- 

coin was circulating in Assam, as was alleged. After possible for them to make any appreciable addition 
elaborate inquiry, he answered to this effect: — “ The to the coinage before they were discovered and 
^ Chief Commissioner believes that there is very apprehended. 

“ little counterfeit coining in Assam of a kind which 12,020. Then the net outcome of all that is that 
“ would be likely to deceive a person of ordinary in- no appreciable increase of counterfeit coin lias been 
66 telligence and education. The remark of the discovered ? — That is so. 


“ Chairman, Assam Branch, Indian Tea Association, 
“ which you refer to in your letter under reply, 
“ appears to have been based on the discovery of 
“ certain coins which were not counterfeit, but 
u genuine rupees that had been tampered with or 
“ sweated, and must have been brought into Assam 
ec from Calcutta. This was the effect of a report by 
iC the Master of the Mint on the coins which Mr. 
“ Buckingham sent him for examination. I am to 
“ add that the Inspector- General of Police, Assam, 
“ and other officers whom the Chief Commissioner 
“ has consulted are also of opinion that there is no 
16 great circulation of spurious coin in the Province.” 

Among the reports that the Chief Commissioner 
sent in were several from large tea companies and 
from the manager of the Assam Railways and Trading 
Company. He wrote : — “ About 10 spurious rupees 
“ only have been found by the chief cashier during 
u the last 14 years amongst their receipts, which 
“ amount to about Rs. 67,000 monthly in cash alone. 
“ They have not experienced any increase in spurious 
<£ coin amongst their large takings from the railway 
“ and other ventures of the company during recent 
ci years.” Similar answers were given by everyone 
consulted — managers of stores, planters, officials, 
managers of tea companies, managers of trading 
companies, bankers, and so on. 

12,019. Then you still adhere to the view you ex- 
pressed when you were before us last year ? — Yes, 
and in addition to the official evidence supporting 
that conclusion, I have evidence obtained privately. In 
a letter from Mr. Lindsay, now acting manager of the 
Bank of Bengal, he says, “ I can get you from 
6i Hyderabad any number of illicitly coined Halli 
“ Sicca rupees made of pure silver ; but they will be 
:i of uo use to O’ Conor, as the Farrukhabad coinage 
“ case proves that native State coins can be readily 
“ imitated by ordinary village silversmiths. What 
“ O’ Conor wants, I presume, is a counterfeit of the 
“ British Government rupee, made of pure silver, 

“ and you may tell him that the cash department of 
u the Bank of Bengal have never come across any 
“ coins of the kind.” I am informed also that Messrs. 
Ralli Brothers, who have very large transactions in cash, 
have found no such coin, though they find the ordinary 
counterfeits such as have always been made, in the 
usual small proportion. Mr. John A. Anderson, a 
member of a mercantile firm in Calcutta, has sent me 
17 samples of counterfeits, containing a varying pro- 
portion of silver. He informs me that it took 
three weeks to collect this small number, though 
banks and brokers were engaged in the collection. 
With them he sent me a report by Colonel B. Scott, 
C.I.E., Master of Her Majesty’s Mint at Calcutta, 
from which it appears that, of the 17 samples, one 
was genuine, but it had been used to bang on a 
necklace, and was mutilated ; of the other 16, one only 
was struck in a die, and it was struck so badly that 
when it was put into circulation it was rejected. 

The difficulty in striking coin in a die is that the 
coiners have no sufficient stamping power to do the 
thing properly. When done by hand, owing to the 
hardness of the metal, the impression is probably 
indistinct, and, if a second impression is taken, as was 


12.021. And there is no reasonable ground for 
apprehension in the future P — 1ST one. 

12.022. It has been suggested that one result of 
closing the Indian Government’s mints might possibly 
be that the depreciated coin of native States would 
drive out the appreciated rupee from the British zone 
surrounding the native States. On a previous occasion 
you gave the Committee figures to show that the coinage 
of the native States had been on such a restricted scale 
that this result need hardly be regarded as serious. Have 
you any more recent information on this point? — We 
have received from the Government of India ligures 
showing the quantity of silver going into the native 
mints during the first nine months of the year 1898. 
These supplement the figures of the quantity passed 
in to the end of 1897, which will be found among the 
Financial and Statistical Tables printed lor the Com- 
mittee (see Appendix). During these nine months of 
1898 the total quantity passed into the native mints 
was only 2,889,263 tolas. At this rate, if it should 
continue for the rest of the year, the coinage of the 
12. months will be 3,611,578 tolas. A tola is the 
weight of a rupee. Moreover, very nearly half of 
this quantity is the re-coinage of old coin, so that 
the coinage of the native States during the present 
year has been less than 2,000,000 tolas. 

12.023. All the native States? — All the native 
States. In 1897 it was 8,000,000 ; in 1896, 
12,000,000; in 1895, 11,000,000; in 1891, 8,750.000. 
The only large quantities were in 1892 and 1893 
when 15,000,000 and 20,000,000 were passed into 
the native mints. There has been a gradual falling 
off since 1893, and it seems evident that there is no 
need to suppose that British coin is being, or will be, 
superseded by the coin of the native States. 

12.024. You told us that two States, Kashmir and 

Bhopal, had ceased coining. Have any others ceased 
coining since you gave your evidence ?—' Yes, Gwalior 
also has ceased to coin. Gwalior is much the largest 
State of the three. Both Kashmir and Bhopal have 
withdrawn their own currency altogether and taken 
British India rupees, and Gwalior is now doing the 
same thing. ° 

12.025. Was there any compulsion put upon either 
of those three States ?— Absolutely not. 

12.026. It was done entirely of their own free 
will? Entirely. I happen to know exactly what 
happened in Kashmir, for I was in Kashmir myself 
for two months in 1897. Kashmir formerly was 
practically almost inaccessible to Europeans, but a 
road was recently constructed which enabled people 
to go from Rawalpindi to Srinagar with ease in three 

. *^ iere has since been an increasing crowd 
of visitors to the State, who come with British 
Indian rupees. A branch of the Punjab bank 
was established there which also did its business in 
British Indian rupees. Soon everybody, even the 
natives of the country, refused to take Kashmir 
rupees, and the State Treasury was filled with the 
local coin presented in payment of taxes. The safes 
ot the bank were also filled with Kashmir coins, which 
its customers declined to take. The State found itself 
oadea with great sum of rupees which were 
practically bullion, and application was made to the 
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Government of India for advice and assistance. The 
Government was ready to prevent the State from 
falling into serious financial difficulty, and an arrange- 
ment was made under whicli the Government took 
over all this Kashmir coin at a value materially above 
its bullion value, British Indian rupees being given in 
exchange. Of course it had to safeguard itself by 
requiring that the State should not coin more native 
rupees. The Maharajah willingly accepted that 
proviso. He did not forego his riijht of coinage, he 
merely waived the exercise of that right for a specified 
period. The state was anxious to make the arrange- 
ment, which gave it complete relief in a difficult 
juncture. 

12.027. {Mr. Campbell.) For how lcng a period 
did he waive his right to coin ? — Fifty years. We feel 
satisfied that before the end of that term the State 
will have fully recognised the advantages of a unifi- 
cation of the coinage, as it has already recognised the 
advantage of the unification of the Post Office and 
telegraphs. 

12.028. {Sir A. Dent) If the native States call for 
British Indian rupees, do they get any share of the 
profit ? — Of what profit ? 

12.029. The profit that the Government make on 
coining? — The Government did not make any profit 
on this. They made a loss in fact. They took over 
the native coin when they might have bought bar 
silver in Bombay much cheaper — they took the native 
coin at a higher rate, and recoined it into British 
Indian rupees, and gave the State the equivalent of 
the native coin in British Indian rupees. 

12.030. But with regard to any future transaction, 
is there any arrangment as to sharing profit ? — There 
is to be no future transaction. After this replenish- 
ment of the currency, the native State will get its 
supplies of British Indian coin in the ordinary 
course of trade as British districts do. The Govern- 
ment will not coin specially for any state. 

12.031. {Sir C . Crosthwaite.) Was the Maharajah 
of Kashmir a minor at the time ? — He is a man of 
mature age, probably not under 40. 

12.032. Was his State in any sense under British 
management at the time ? — Not in the least. The 
Maharajah for a time was under a cloud, and was put 
aside. 

12.033. That is some time ago ? — That is some 
time ago. A Council of Regency was established, but 
he was reinstated some years ago, and he governs now 
with a Council consisting of his two brothers and a 
minister. 

12.034. This took place after he had regained his 
powers ? — Yes, three or four or more years after. 
There is no ground whatever for the suggestion that 
there was compulsion in the matter. 

12.035. {Chairman) What have you to say 
about the other States ? — The Begum of Bhopal, as 
Sir Charles Crosthwaite knows, is one of the most 
intelligent rulers in India, and one of our best friends.. 
She found the State suffering from a depreciation of 
the currency, and came to the conclusion that the best 
thing was to get rid of the currency on the favourable 
terms that Government had offered to Kashmir. Like 
Kashmir she asked for advice and assistance, and 
readily accepted the offer of the Government. 

12.036. Her rupees were at a great discount, were 
they not ? — A very great discount. 

12.037. And after she adopted our mintage and 
took ’our currency, did she revise her revenue at all ? 
—I do not know. I cannot say what she has done 
with regard to that. 

12.038. What have you to say about Gwalior? 

Gwalior is in rather a different position. In 

Gwalior three different currencies were in circulation, 
each of them legal tender only in a certain part of the 
State. In some districts also the British rupee was 
current and legal tender. The State found it had got 
into serious difficulties over the system. One currency 
was insufficient, another was excessive, and the third 
was so small that nothing satisfactory could be done 


with it. The Maharajah came to the Government of 
India for advice, and the Government, instead of 
suggesting that he should follow the example of 
Kashmir and Bhopal, advised that he should begin 
by reforming his currency — making all his different 
rupees legal tender everywhere indiscriminately. 
When he had got his local currencies into some sort 
of definite condition, he might then consider what 
should be his next step. The Maharajali tound him- 
self unable, from local circumstances connected with 
the assessment of the land revenue, to accept this 
advice, and, instead of reforming his currency, he 
decided to get rid of it altogether. The State happens 
to be wealthy and able to bear the expense. He 
made no arrangement whatever with the Government 
of India, but simply, quite of his own motion, 
withdrew his native currency and substituted British 
Indian rupees. 

12.039. {Sir A. Dent) All this was done last 
year? — Yes, it is tolerably evident that, having regard 
to the dimensions of the coinage of native States 
and to the withdrawal of the coinage of three of 
those States, there is no fear that native State coinage 
is intruding on the area in which the British coinage 
has been circulating hitherto. The reverse is, indeed, 
the case, as I said when I was under examination 
before. 

12.040. {Mr. Le Marchant) There was no sort of 
compulsion on Gwalior? — Not the slightest, and no 
thought of it. 

12.041. {Chairman) Have you any reason to think 
there has been any compulsion put upon any other 
native rulers, or that they are at all dissatisfied ? — 
Nothing of the kind. We have had nothing to say to 
them at all. They have made no representation to us, 
and we have made no representation of any kind to 
them. They were told in 1893 that the Government 
would be glad to advise and assist them in any way if 
they wanted advice or assistance, but they have not 
asked for advice or assistance. With the exception 
of these three States, they are going on in their old 
way. 

12.042. Then you do not attach much importance 
to any allegation that they have been prevented from 
taking steps in consequence of the action of the 
Residents ? — It is a suggestion that has absolutely 
no foundation whatever. 

12.043. Have you anything to say as to the 
present condition of Indian trade, especially as to 
whether there is anything unusual or abnormal? — 
There was a great deal said last year about the 
condition of trade being abnormal, but, so far as the 
trade is going now, I maintain the opinion that I 
expressed six months or so ago, that there is nothing 
abnormal in the condition of trade in the present year. 
We are having a good year on the whole, but, though 
we have done fairly well in some things, we have not 
done very well in some other things. On the whole, 
although there has been some decline in imports and 
a large increase in exports, I do not feel inclined to 
anticipate that the increase in exports or decline in 
imports is abnormal. I would ask the Committee 
to look at the figures of the period for which we have 
the accounts, April to November, the first eight 
months of the year, compared with the preceding 
six years. 


The exports are : — 


Rx. (OOO’s omitted.) 


1892- 93 

1893- 94 

1894- 95 

1895- 96 

1896- 97 

1897- 98 

1898- 99 


- 71,400 

- 68,874 

- 75,878 

- 73,787 

- 70,216 

- 65,620 

- 77,873 


There does not seem to be apything in these figures 
to justify the apprehension that the export trade is in 
an abnormal condition. 


Mr. J. E. 
O' Conor, 
C.I.E. 

15 Feb. 1899 
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Mr. J. E. The imports are : — 

O’ Conor, KX. (000 ’s omitted.) 

C.I.E. 

1892-93 .... 52,690 

15 Feb. 1899. 1893-94 - - - 60,947 

1894-95 - 54,837 

1895- 96 - - - 55,479 

1896- 97 ... - 59,930 

1897- 98 - - - 59,955 

1898- 99 - - - 56,790 

The excess of exports over imports in the same 
years was : — 

Rx. (000’s omitted.) 

1892- 93 - - - 18,710 

1 893- 94 - 7,927 

189 4- 95 - - - 21,041 

1895- 96 - 18,308 

1896- 97 - - - 10,286 

1897- 98 - 5,665 

1898- 99 - - - 21,083 

In 1894-95 there was an excess of Ex. 21,041 ; 
and in 1898-99 there is an excess of Ex. 21,083. 
In 1893-94 there was an excess of only Ex. 7,927, 
Council bills having been suspended for a part of that 
year, which may be treated as an abnormal year. In 
1896-97 and 1897-98 the excess was also small, 
Ex. 10,286 and Ex. 5,665. Those two were years of 
famine and plague — abnormal years, in the latter of 
which Council drawings were reduced, as in 1893. 
Looking at the years of normal trade, we find that 
there is no special excess in the present surplus of 
exports. 

12.044. (Sir A . Dent.) You give those figures to 
show that we are perfectly justified in taking them as 
the usual condition of trade ? — Yes, I think that they 
may be regarded as normal figures such as we may 
expect in ordinarily good years. 

12.045. Other people point out that in the last five 
years there has been war and famine, and that now we 
have come to rather an exceptional .year, but, notwith- 
standing that, you maintain that we are justified in 
taking these as the figures of the normal condition of 
trade ? — I say that the two years, 1 896-97 and 1897-98, 
were exceptional years. We have now reverted to 
normal conditions since the beginning of 1898. 

12.046. You do not consider this an exceptional 
year at all ? — No, I think it is a normal year. 

12.047. Then what do you say to the enormous 
export of wheat that has governed these figures so 
largely? — There have been very large exports of 
wheat before, and the exports really have not governed 
the aggregate figures of the trade in any marked 
degree. The increase in these 8 months amounted 
altogether to 13 crores. The increase in the value of 
the wheat is eight crores out of the 13 crores ; so that 
there are five crores left. 

12.048. Then, rice? — It is an ordinary trade that is 
going on in rice. In regard to both wheat and rice, 
the two previous years were exceptional years ; there 
was no wheat to export and the higher price of rice 
restricted trade. 

12.049. ( Chairman .) Do the conditions of trade 
justify the apprehension that it may prove to be 
unequal to the maintaining of the rupee at its present 
rate ? For instance, do you expect a diminution of 
India’s exports and an increase of imports, or a fall 
in prices ? — W e have come to an end of the abnormal 
period, and, although there may be an increase in the 
imports (as I hope), there will be a corresponding 
increase in exports. We must pay for our imports. 

12.050. And we can only pay for them by exports ? — 
Exactly. The test is in the excess of exports over 
imports, which is the means of paying the Secretary 
of State’s bills. I am not able at present to see any- 
thing which would justify the apprehension that that 
excess is likely to be reduced. 

12.051. (Mr. Campbell.) Not in the next four 
months? — Not in the next four nor in the next 12 
months. 


12.052. (Chairman.) At all events this year has 
only another month to run ?— -I should not. feel 
inclined to base any wide inference on the trade of 
one year only, but. I am comparing the trade of the 
present year with the trade of preceding years, and [ 
find that the trade of this year does not differ 
essentially in its character or its volume from the 
trade of previous years, or in the relative proportions 
of imports and exports. So that on the whole l con- 
clude that we can stand the rate of Is. 4,7., which has 
prevailed this year, in future years. 

12.053. I suppose the balance this year will be quite 

sufficient to pay for all the remittances to London ? 

No doubt. 

12.054. Will there be any surplus beyond that ?■ — 
Well, there ought not to be. If there were any 
surplus beyond that, it would mean out How of capital 
from India. 

12.055. (Mr. Campbell.) Any surplus would 
probably be taken in bulllion ? — .Perhaps so, but not 
necessarily. 

12.056. (Chairman.) It has been slated hero, on 
the authority of an official report from the Straits 
Settlements, that the closure of the mints lias (‘hanged 
(to the disadvantage of India) the course of trade 
between India and the Straits, discouraging exports 
from India and encouraging exports from the Straits. 
What are the facts in respect of that allegation ? — 
That statement was made here by a witness in answer 
to question 11,686. 

12.057. Yes. A Straits Settlement Consular report 
was quoted which said, “the success of the experiment 
“ of closing the mints in India has -favoured exports 
“ to that country while diminishing exports therefrom 
“ to places with a silver standard, 5 ' and Mu? witness 
says, “I can give several reports showing that, the 
“ effects are very great”? — It was a report from the 
Acting- Governor of the Straits, who stated, as a sort 
of obiter dictum , that rice and opium, which are the 
two things constituting the bulk of the exports from 
India to tbe Straits, had fallen oil*, and on the other 
hand that the exports from the Straits to India had 
increased as the result of the closing of tin* mints. 
The statement shows the danger ol generalising from 
the trade of a particular year. The* Acting- ( Governor 
was writing of the trade of 1897, which was the famine 
year in India. The hulk of our trade with tin*. Straits 
consisting of rice, the exports fell off, because the price 
of rice in India doubled. We had indeed to import 
rice, and we took a considerable quantity from 
Singapore, which was used as a depot for rice produced 
in the further Last. Now take the figures from 
1892-3 and let us see how the exports of rice to the 
Straits come out. The exceptional nature of the year 
will at once be apparent if we look at the course of 
the rice trade for some years. The exports have been 
(in cwt.) as follows (eight months of each year) 

*392-3 - - - 1,093,304 

1 393-4 - - - 1,753,042 

1894- 5 - - « 2,856,997 

1895- 6 - - ~ 3,814,442 

1896- 7 - - - 2,629,882 

1897- 8 « - - 1,241,044 

1898- 9 - - . 3,994,216 

The exports during the present year are the highest 
on record. In 1897 there was a temporary diversion, 
not merely a diversion, but a reversal of the flow of 
tiade due to temporary causes. Again, the opium 
exported from India to the Straits in the same period 
has been as follows : — 

Chests. 

8,465 8,849 

9,967 8,262 

*0,704 10,159 

8,274 

12,058.^ What do' you say as to the fall in the 
exports of opium ? — In 1895—6 a very low export was 
coincident with a very low exchange. 1896-7 and 
189/ -8 were years of famine arid plague, and of 
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monetary stringency * there was in consequence a 
restriction for the time being in the export of opium, 
but that has passed away and we are now back again 
in the flow of the ordinary tide. 

.12,059. And so far as the year 1898, at all events, 
is concerned, the rate of exchange of Is. 4 d. has not 
discouraged exports from India,, and has not encour- 
aged exports from the Straits ? — Our exports to the 
Straits have been, in fact, larger than ever before 
during this present year. 

12,060. Similar statements have been made in 
respect of China. Can you tell us whether there has 
been any particular decline of the Indian trade with 
China ? — There has certainly been a decline in Indian 
trade with China. As I have frequently had occasion 
to point out in writing my Reviews of Trade, onr 
trade with China has, unfortunately, been a stationary 
or declining trade for the last quarter of a century or 
more, but it is noticeable that it is not our exports to 
China which have fallen off, but the imports from 
China to India. Now, if the closing of the mints had 
anything to do with the conditions of trade between 
China and India, there should have been a restriction 
of exports from India and an expansion of exports 
from China to India, which was what the Governor of 
the Straits thought had happened in the trade with 
the Straits. It has been just the contrary. If you 
will allow me I will show you what the imports have 
been during the last five years from 1893 — the year 
of the closing of the mints — to 1897-8. The figures 
are :> — 

Rx. 

3,542,556, 

2.662,957, 

2,805,858, 

2,149,089, 

1,691,012. 

12,001. {Sir A. Dent.) What is that chiefly made 
up of? — We gel- raw silk chiefly ; some copper and tea, 
iht last mainly for re-export. 

12.062. {('hair man.) Thai is a steady decrease ? — 
Yes, it is a steady decrease. Then our exports are: — 

Rx. 

1 1,129,322, 

12,695,448, 

13,949,290, 

13,818,583, 

12,226,990. 

12.063. {Sir A. .Dent.) That is mostly opium ? — 
Opium and cotton yarn. Opium is so predominant 
a factor in the*, trade that it must of necessity affect 
totals materially, and yet, even with that, we do not 
find any decrease, except in the last year of the series, 
when the export trade was affected by the fall in the 
price of opium, to which reference has already been 
made. In the present year that trade has revived. 
It may therefore be said that since the closure of the 
mints there has been no decline at all in our exports 
to China. 

12.064. China always imports more, does she not ? 
— China always imports a great deal more from India 
than India imports from China. 

12.065. How is the balance made up ? — By trans- 
actions here. 

12.066. Do you include treasure in your figures? — 
These are for merchandise only. I have the figures 
for treasure here also, and the result, with or without 
treasure, is practically the same. 

12.067. In your original figures, was the treasure 
included ? — I have it here. 

12.068. That is (silver bullion ?— More gold than 
silver. There has been little silver sent by China to 
India in recent years. 

12.069. Gold bars ?— Gold bars and leaf gold. ' 

12.070. You cannot say what proportion of silver 
and what proportion of gold, can you ? — Yes. I have 
the figures. They are as follows : — 


Value of the Imports of Gold and Silver 
from China. 


— 

Gold. 

Silver. 


Ex. 

Rx. 

1893-94 - 

969,398 1 

138,029 

1894-95 - 

460,537 

47,723 

1895-96 - 

370,792 

17,605 

1896-97 - 

451,067 

15,539 

1897-98 - 

774,540 

136,289 

Total 

3,026,334 j 

355, 2S5 


We are now exporting silver (British dollars) from 
India to China (Hong Kong). 

There is clearly no indication in the trade with 
China or that decline in our exports to China and 
increase in the exports from China to India which 
ought to have taken place if the closure of the mints 
had been the only factor, or a main factor, in the trade. 
I should like to observe here that, although our com- 
mercial intercourse with China is not increasing, and 
has not been increasing for the last quarter of a 
century, what we may have lost in the China trade 
has been more than replaced by the development of 
the trade with Japan. Our commercial intercourse 
with J apan has increased enormously in the last few 
years, and, looking at the accounts since the year of 
the closure of the mints, the augmentation of our trade 
with Japan is three times as large as the decline in 
our trade with China. 

12.071. {Sir A . Dent.) That is largely made up of 
raw cotton ? — Yes. 

12.072. ( Chairman .) Have you anything to say as 
to why what has happened with regard to China is 
the opposite of what has happened with regard to the 
Straits ? — The inference I draw is that in neither 
case has the closure of the mints had anything to 
do with either the course or the volume of trade. 
The course and the volume and value of trade depend 
on considerations which are quite separate and apart 
from any questions of currency. Currency in the 
long run lias no effect whatever on trade between two 
countries. 

12.073. {Sir A, Dent.) The starting of many cotton 
mills in Japan has created the Japan trade entirely ? — 
That is the principal reason for the development. 
Japan has entered upon the ways of civilisation, pro- 
gress, and i industrial enterprise. China is still practically 
what China was a hundred years ago. The. result is 
that Japan, which formerly did hardly any business 
at all with us, now does a large business, and it may 
be anticipated that a few years hence our trade with 
Japan, will exceed in volume and value the trade with 
China. If China were to enter on the same road as 
Japan, no doubt our trade with that country would 
expand as our trade with Japan has expanded. 

12.074. Do you expect to export as much cotton to 
China as you have to Japan ? — Yes. I do not believe 
that. China is capable of growing cotton in quantity 
sufficient to feed a considerable number of mills. 
China has always been an importer of Indian cotton, 
and, if a large number of mills were established there, 
I am sure they would have to come to us for cotton. 

12.075. That is an open point, is it not ? People 

say that China can produce any amount of cotton in 
the Yangtse Yalley ? — We have, heard much of the 
dense population of China. If the statements made 
are correct, China must be far more densely populated 
than India, and, outside the area required to produce 
food for the population, there cannot be room for any 
large cultivation of cotton or other commercial 
products. However, apart from that, T have no 
hesitation in saying generally, that, if China were to 
enter upon the same road as Japan, we should certainly 
have a very largely increased trade with China. The 
more prosperous our neighbours are, the better for 
our trade. , 

12.076. {Chairman.) In other words, you are not in 
the least apprehensive that the commerciaTdevelopment 
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of China would be any disadvantage to India P — Quite 
the contrary. I should like very much to see the 
commercial development of China. 

12,077. I should like to call your attention to some 
articles that have appeared in the Statist , in which it 
is argued that the importance of the fall in exchange 
has been exaggerated, in consequence of the official 
ignorance of the Government of India. Two of 
these articles are signed by a writer calling himself 
u Monometallist,” and one by Mr. T. Lloyd. There 
are several allegations made. The first is “ That only 
“ about a third, or about six millions sterling, of the 
“ Home Charges are chargeable to the general 
“ revenues of the country . . . The other two- 

" thirds of the Home charges, or about twelve 
u millions sterling, are assignable to the immense 
“ commercial business in railways, irrigation works, 
u forests, and telegraphs carried on by the Govern* 
a ment.” In another passage, which I will read to 
you, the Statist criticise the supposed views of the 
Government of India : — “ The argument of the Indian 
“ Government is, that it has to pay in gold in London 
“ every year what are called the Home charges, 
iC amounting, roughly, to about 18 millions sterling, 
“ and that the loss by exchange on these payments 
“ is a serious burden to India. If, the argument goes 
“ on, the Indian mints had been kept open, the rupee 
“ would now be probably under a shilling, whereas, 
“ little more than a quarter of a century ago, it was 
“ worth two shillings. Therefore, twice as many 
“ rupees as were needed a quarter of a century ago 
“ would, in that case, have now to be raised in order 
“ to make the payments in London . . Or, to put 

“ the matter a little differently; if the mints were 
“ now open, the Indian Government contends that it 
“ would have to raise by taxation at least twice as 
(i many rupees to pay the Home charges as it had to 
“ raise when the rupee was at 2s. ; and, now that the 
u rupee is at 1 s. \.d ., that it has to raise, by taxation, 

“ 15 rupees for every pound sterling payable in 
“ London, whereas, formerly, it had to raise only 
“ 10 rupees. Lastly, the Indian Government alleges 
“ that India is too poor to bear the taxation that 
" would be necessary if the mints had not been closed 
“ or were now to be opened. In answer to this, 

" ‘ Monometallist 5 points out that, as a matter of fact, 

<c out of the 18 millions sterling, or thereabouts, 
u payable in gold in London yearly, only about one- 
“ third — or, say, six millions sterling — is payable out 
u of the taxes ; v/hereas about 12 millions sterling — 

“ or, say, two-thirds — are payable on account of the 
“ purchase of stores and materials.” What have 
you to say about this criticism of the position 
of the Government of India ? — I should like to 


begin by saying that the Government of India has 
never said that India is too poor to bear the additional 
taxation which would be required if the mints were 
re-opened. The Government of India has said that 
it is not right or politic that such taxation should be 
imposed upou India, and that, if it became necessary 
to impose taxation, it would be difficult to obtain the 
amount required, except by new and objectionable 
forms of taxation. The position of the Government 
is that such taxation should not be imposed, if 
it can be avoided, because it is not good policy for a 
Government to be constantly seeking to increase 
the burdens of the people, even if they are capable of 
bearing additional burdens. Another reason for the 
objection is that taxation for this purpose, that is to 
say, for the purpose of meeting the decline of exchange, 
differs essentially from taxation spent in the country 
for useful purposes; here, the revenue collected is 
remitted out of the country, and no return is obtained 
for it. Further, it might be necessary to increase the 
burden with reference to administrative needs, and, if 
taxation is levied up to the hilt for exchange, there is 
no reserve to fall back upon for administrative needs 
until some considerable time elapses. The process 
would be that taxation would be imposed for the sake 
of keeping the mints open to silver, it might become 
necessary to increase it for the same purpose with a 


new fall in the price of silver, it might be necessary to 
increase it for administrative purposes, and the position 
of the Government would be that of lying in wait to 
impose new taxation from period to period, as each 
series of developments and improvements made the 
people more prosperous, taking from them a portion 
of their earnings from time to time, when it became 
evident that they had more earnings. That is an 
Eastern rather than a Western notion of good 
government. The Government of India prefer that 
there should be a stable currency, so that they may be 
able to regulate taxation with reference to the needs 
of the country, not with reference to tin* pro- 
duction and profits of silver mining. A further 
reason is that such taxation must almost of necessity’ 
take new forms, an impolitic thing in itself* in India, 
while the effect in practice would be doubtful. I 
wish to observe that, in the article to which 1 am 
referring, it was stated that “ the receipts from general 
u taxes in India increased from Ex. 15,050,000 in 
“ 1873-74 to Ex. 23,540,000 in 1893-04, the increase 
“ not being due to imposts, but generally to the 
u increased productiveness of existing taxes.” It 
was shown before this .Committee, it was also shown 
before the Eoyal Commission on Indian Expenditure, 
that the statement is untrue, large additional taxation 
having been imposed. 

12.078. Then we come to the statements, “ that only 
“ about a third of the Home charges are chargeable 
“ to the ordinary revenues of the country,” and that 
“the other two-thirds of the Home charges, or about 
“ 12 millions sterling, are assignable to the immense 
u commercial business carried on by the Goveru- 
“ went ? ” — That is not correct. Analysing the 
figures, as given in the budget of 1898-99, we 
find that for general administration the charge is 
10,586,800/. sterling, while for railways and 
irrigation the charge is 7,919,900/. Let us call the 
figures 10£ millions for general administration and 
8 millions for railways and irrigation. 

12.079. The £8,000,000 you appropriate to rail- 
ways, and irrigation, and military stores ? — Everything. 

12.080. Telegraphs, and so forth? — Yes. 

12.081. In fact you might call it the commercial 
part of the business ? — Just so. 

12.082. Locomotives and railways ? — Yes ; stores 
and interest, and everything connected with what are 
called commercial services. 

12.083. The argument appears to be that the price 
or cost of this £8,000,000 ought not to come out of 
revenue, but ought to be provided out of the great 
industrial enterprises in which the Government are 
interested ? — Yes. 

12.084. That is stating their argument fairly, is it 
not ? — Yes. 

12.085. Now will you give us your answer to that P 
— We have to find rupees in India for all the Home 
charges, however the accounts may be split up or 
divided, or the nature of the transaction disguised. 
Now, suppose the mints were opened, and the rupee 
went down to Is. ; at 1 6d. we must find the 
rupee equivalent of the £8,000,000 for railways in 
Ex. 12,000,000. At 12 d. we must find Ex. 1(5,000,000, 
an excess of Rx. 4,000,000. The rupee equivalent of 
the other 10| millions at 16<f. and 1 2d. respectively 
is Ex. 15£ millions and Ex. 21,000,000, the excess 
beiug Ex. 5£ millions. On both sums it would bo an 
excess of Ex. 9£ millions. Well, let us assume for a 
moment that we find the excess 4 crores on railways 
and irrigation from increased rates, but we must also 
find 5^ crores on the other side from general taxation. 
The present revenue from taxation (excluding land 
revenue) is just under Ex. 30,000,000, so that an 
addition of 20 per cent, at least must be made to it, 
for the yield from taxation does not increase in exact 
proportion to the increased rate, and probably or 
7 millions of Ex. must be assessed in order to obtain 
5^ millions ; this would be an excessive increase of 
taxation. The Ex.4,000,000 for railways and irrigation 
and commercial services would also entail the addition 
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of more than 16 per cent, to present rates and fares, 
if equally distributed; hut it would not be equally 
distributed. It suits many of the railways to charge 
inward traffic comparatively lightly in view to its 
encouragement and to the reduction of the cost of 
sending waggons into the interior to fetch down the 
freight seeking the ports, which is always larger than 
the "inward traffic. They would be averse to raising 
the rates here, and also to raising the fares for third 
and fourth class passengers; and, moreover, the 
earnings from passenger traffic are but little more 
than one-third of the whole earnings. The bulk of 
the Ex. 4,000,000 would therefore fall upon the 
goods traffic, and especially upon the export traffic. 
Anyhow, it would be on a goods traffic returning 
about Rx. 16,000,000 that the increased rate 
would fall, and the increase must be at the rate of 
25 per cent, to produce Rx. 4,000,000. Now the 
consistent cry of all merchants and producers in 
India is that rates should be lowered; and every 
Chamber of Commerce joins iu the cry. The railways 
would not object to increased rates, if they thought 
that the increase would not have the effect of 
restricting or impeding trade ; but they know from 
experience that a substantial increase has that effect. 
It should be borne in mind, too, that a large proportion 
of the railways are worked or owned by companies 
and native States. At the end of March 1898, out of 
the 21,245 miles of lines then open, only 5,305 miles 
were owned and worked by the Government, the 
rest were owned or worked by companies or native 
States. In regard to these three-fourths, the Govern- 
ment cannot compel the owners or lessees to raise 
rates as suggested, aud, if the Government could do so, 
a considerable proportion of the proceeds would go, 
not to the Government, but to the companies. Trade 
would be taxed for their benefit, the benefit would be 
disproportionate (as in the case of general taxation) 
to the burden imposed, the companies do not want 
the benefit and would object to the process, and the 
Government must still, in any case, find the rupees to 
meet the sterling obligations. All the Indian railways, 
whether worked by companies, native States, or the 
Government, are worked on commercial principles, 
which may be stated broadly thus. Rates are fixed 
with reference to competing traffic, whether by rail, 
by river, or by road, and with reference to capacity ot 
development. They are fixed low to attract traffic in 
goods which are easily handled, are conveyed in bulk, 
go over long leads, and are likely to increase under 
the stimulus of low rate3. As high rates as can be 
paid without checking or stopping the trade are 
charged on other articles. Rates are varied according 
to the time of year and the openings for trade. 
Passenger fares are charged on such a scale as will 
induce °the people to use the railway instead of the 
road. All these decisions have iu view the working 
expenses on the one hand, and the conditions of the 
country traversed by the line on the other hand. The 
question of exchange does not, and cannot, enter into 
the consideration of the rates to be charged. Assum- 
ing however, for a moment that rates and fares might 
he°regulated with reference to exchange, and that it 
would be possible to vary them as rapidly as exchange 
varied, without on the one hand incurring what is 
said to be a loss, and on the other charging unneces- 
sarily hi°di rates, the operation is in its essence the 
imposition of taxation in disguise. It is also taxation 
of a very bad class, because unequal in its incidence, 
imposed on a class, directly striking at a section of trade 
which it is desirable to keep free from restriction, and 
because a material proportion of the proceeds would not 
reach the Government treasury but would go into 
private pockets. The idea seems to be that, by dividing 
off the accounts into two sections, a saving can be made. 
On this point Sir Henry Waterfield writes : “ To any 
“ intelligent student of the accounts this division ot 
“ the home charges is absurd. The railway charges 
“ consist of guaranteed interest and re-payment to 
“ railway companies of capital previously deposited 
“ by them ; and the Secretary of State can m no way 
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avoid the charge for exchange on these sterling pay- 
‘ £ ments by dividing the accounts into two portions. 

££ The payments to public works and telegraph officers 
“ on furlough or duty in this country, are administra- 
“ tive charges. And even with the stores, a very 
“ large portion is for the army, and must be obtained 
“ from the War Office in order to ensure similarity 
“ of pattern ; so that any contention that the saving 
“ in price makes up for the charge for exchange must 
£i be limited to, perhaps, one-tenth of the home charges, 

{£ at the outside. . . . The writers seem to be 

u under the extraordinary hallucination that, by 
" splitting the accounts into two sections, it would be 
u possible to turn a loss into a gain, and so avoid the 
“ increase of taxation. They also hold that a reduc- 
“ tion of net receipts or increase of charges through a 
“ fall in exchange is not a ‘ loss,’ if there is still a 
“ surplus derivable from the particular work in eon- 
“ nexion with which the increased charges occur.” 

12.086. Then what about the suggestion that stores 
bought in England are bought more cheaply than in 
India ; that there is no loss by exchange in respect 
of stores— in fact that there is a gain ? What do you 
say to that ? — That is a very curious idea. 

12.087. The argument is that there is no loss 
through a fall in exchange on the purchase of stores 
in England, because the price paid by the Government 
is less than it would be if the stores were bought in 
India, and paid for in rupees. It is said that stores 
are purchased iu England because they can he bought 
there cheaper than in India, and that .this means a 
gain for India, rather than a loss, and it is declared 
that Indiau officials confound the material gain with a 
heavy loss. What is your answer to that P — The 
writers in the Statist think that two-thirds of the 
home charges (or 12 millions sterling) represent stores 
(stores really, however, only represent two millions), 
and the argument is that we buy them here because we 
buy them more cheaply than in India ; therefore we 
actually gain, not lose ; if they were bought in India 
there would be no question of loss by exchange. This 
suggestion again, like the other we have just discussed, 
is one to disguise the nature of the transaction. We do 
our best to buy as much as we can in India, of good 
manufactured there. We also buy a considerable 
quantity of articles in India which are imported, this 
being done for convenience in respect of certain classes 
of goods. But in respect of all stores not made in 
India, whether we buy them here or there, the 
question of exchange cannot be eliminated. If we 
buy them in India, we have to pay a sterling price 
which the seller charges in rupees at the exchange of 
the day. In this transaction he takes a certain risk 
for which he charges in the price, and the Govern- 
ment is under certain disadvantages with reference to 
the quality of the article and other considerations. It 
prefers, therefore, (except in the case of goods of 
certain classes) to buy in England and import direct, 
saving certain charges ; but it cau by no means evade, 
whether it buys in India or England, the cost of 
translating rupees into sterling. The transaction in 
either case is essentially the same. An article bought 
in England costs, say, 1,000/. ; at an exchange of 16</., 
Government must find Rx. 1,500; if the exchange is 
15 d. we must find Rx. 1,600. If we bought this 
article in India we should equally have to pay the 
importer Rx. 1,500 or Rx. 1,600, plus what the 
importer thought necessary as an insurance for taking 
the risk of an unstable exchange. The question in 
the matter of stores is a question of price and exchange. 
Assuming the price of what we buy to remain un- 
altered, each fall in exchange requires that Govern- 
ment shall pay more rupees. If there is a rise in 
price and fall in exchange, the Government must find 
all the more rupees ; if there is a fall in price, the 
Government is deprived by the fall of exchange of a 
portion of the gain from a reduced price ; and this 
happens whether the goods are bought in England 
or in India, but in a greater degree if they are bought 
in India. That is the only difference between the 
two. The suggestion is that, if we bought our stores 
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in India, this question would not arise at all. That is 
not so, the question is there exactly the same. 

12.088. (Sir A . Dent .) But these stores cannot be 
bought in India ? — The greatest part of these stores, 
at least three-fourths, cannot be bought in India. 

12.089. (Air. Campbell?) Or they could only be 
bought in India from an importer ? — There are 
certain army stores which cannot be bought at all in 
India. We have to buy them through the War 
Ofiiee. Then there are several articles, such as rails 
and locomotives, and so on, which are much better 
bought here. If we bought them in India we should 
have to pay considerably more. In either case we 
have to pay the exchange, there is no question about 
that ; and buying them in India we must also pay the 
importer for his risks and profit, 

12.090. (Chairman.) How, the next suggestion is 
that you, as representing the Indian Government, the 
officials who gave evidence, and also I myself when I 
was Secretary of State, have all misunderstood the 
question, and that the accounts are prepared so as to 
show a heavy loss by exchange, where there is none. 
What do you say to that P — The writers have been 
misleading themselves, and are under a delusion. The 
statement made is that, “ The system of accounts is 
“ such that in respect of the twelve millions there 
ci must always be shown loss of exchange equal to the 
“ difference between the current exchange and the 
“ obsolete exchange of 2s., although there might be a 
“ large profit on the undertakings. 5 ’ It has frequently 
been explained that the Government do not use the 
term “ loss by exchange. 55 The accounts are rendered 
in Rx., but part of the Indian revenue and expenditure 
arises and is incurred in England in sterling. In 
order to show the actual sums received and paid in 
sterling, they are entered in the accounts with the 
sum in Rx., which, added to the sterling figure, gives 
in Rx. the total sum received or paid. This sum in 
Rx., which is inserted in the accounts, is entered in a 
column headed “ Exchange. 55 Thus, say that the rate 
of exchange is 16df. per rupee, we should have entries 
as follows, to show expenditure in India and England — 

In India - Rx.10,000 

In England 1 - - £10,000 

Exciiange J - - Ex.5,000 

Total - - Rx.25,000 


If exchange fell to 1 5c/., the entry would be — 

In India - Rx.10,000 

In England - - £10,000 

Exchange - ' - Rx.6,000 

Tota - - Rx~.26,000 

In such a case, comparing the two years, it would be 
reasonable to sa}^ that the fall in exchange had imposed 
upon the Government the necessity of finding an 
additional number of rupees, to meet the fall in 
exchange, equal to the difference between Rx.25,000 
and Rx.26,000. But it is quite an error to suppose 
that the item “ Exchange 55 is considered or treated as 
“ Loss by Exchange. 55 As regards the imputation of 
deception, the fact is that the form of the accounts, 
showing separately the u Commercial Services, 5 " “ Civil 
Services, 55 “ Military Services, 55 and so on, was devised 
by Sir Henry Fowler himself, when he was Secretary 
of State for India. I have in my hand the Summary 
of Accounts issued with the Budget Statement, and 
this Summary follows the form which was adopted at 
the instance of Sir Henry Fowler. 

12.091. The table shows the exact amount of Rx. 
which has to be raised by taxation in India, and 
which is spent for the purposes of the Government 
of India ? — Yes. 

12.092. It is very fully explained, I think, in the 
preface to the Return entitled “ East India (Income 
and Expenditure), 55 and there are illustrations, 
showing what exchange costs us ? — Yes. 

12.093. I see that in that Return the 
“ charge for exchange 55 is explained u The term 


“ Rx. is used to denote tens of rupees. Jn 
“ order to ascertain the number of tens of rupees 
“ required to defray a sterling payment, an amount 
“ termed the ‘ exchange,’ must In*, added to the 
“ latter, varying according to the average rate of 
“ exchange for the year. For ox a in pie, a, payment of 
“ ono thousand pounds when the rate is IfxY. the 
“ rupee, requires 10,000 rupees ; and, adding to the 
6i 1,000/. the exchange of Rx. 000, the total is 
“ Rx. 1,000, which is shown as the charge in Indian 
“ currency. 55 Js there any possible way of stating that 
more clearly ?— I may say that I gave (hat illustration 
without having noticed that it was given there already 
in print. 

12.094. It is not put as loss by exchange, it is put 
in an appendix to the Return as u summary of charges 
for exchange 55 ? — And we call it simply fck exchange.” 
It is merely a method of showing, as you have* just, 
pointed out, that the addition of the two together re- 
presents the total Rx. that we have to find. That is 
the foundation for the allegation that the system of ac- 
counts is such “that in respect of the 12 millions 
“ there must always be shown loss of exchange equal 
“ to the difference between the current exchange and 
“ the obsolete exchange of 2.s\, although there might 
u be a large profit on the undertakings.” 

12.095. The next point is that the accounts are so 
compiled that it is impossible to find from them the 
financial results of the commercial undertakings of the 
Government ? — There again, this charge could only 
have been made by a person who had not, looked ar 
the accounts. They show the “ commercial services, 55 
so-called, separately, the receipts and expenditure 
under them, also the net revenue or expenditure, in 
abstract and in detail, so that the financial outcome of 
the working of the whole, or of any particular enter- 
prise, may be seen by an enquirer at a glance. Here 
again I may be allowed to observe* that this classifica- 
tion in the accounts was made at the instance of Sir 
Henry Fowler. One of the accounts in which the 
information is given is the Return made every 
year to the House of Commons of Hot .Revenue and 
Expenditure of the Government of India, and on the 
back of that return is the name of Sir Henry Fowler. 

It is for sale to the public at the price* of 7d. In this 
Parliamentary Paper we find the whole of the com- 
mercial services, post office, telegraphs, railways, 
irrigation, and the total of the not receipts or 
charges for commercial services, each given separately. 

12.096. So that . everybody can find out exactly 
what everything is gaining or losing ?— Exactly. 

I hen in the financial statement presented by the 
financial member of the Viceroy’s Council annually, 
when the Budget is published, there is a statement E., 
u Statement of net revenue and expenditure — India 
and England. 55 In this is entered all expenditure and 
income under each of the different headings. “ .Debt 

sen ice, military service, collection of revenue, com- 
mercial services, 55 under this last head being shewn 
the net expenditure on railways and irrigation and 
tne net receipts from the post office and telegraphs. 

I hat table was also devised by Sir Henry Fowler. In 
the Finance and Revenue Accounts of the Govern* 
ment of India, Tables 1, 2, and 3, contain the 
railway revenue account, the irrigation account, and 
the others shown separately. In Table Ho. 49a 
or these accounts, the particulars are given for each 
railway separately with the net loss or gain to 
Government, including everything. In Table No. 49 
there is a detailed account showing the revenue and 
expenses of each railway, and a column showing the 
Percentage of^ net receipts on capital for each 
railway. Similar particulars are given in other 
tables m these accounts for irrigation works ; so that 
any one looking at the returns can see for himself', if 
he chooses to spend a few minutes over them, exactly 
the position of each railway and irrigation work 
m India separately, and of the whole of them 
collectively. 


(Adjourned.) 
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TWENTY-NINTH DAY. 


Thursday, 16th February, 1899. 


Present : 

The Right Hon. Sir Henry II. Fowler, G.C.S.I., M.P., in the Chair. 

The Lord Balfour of Burleigh. j Mr. Robert Campbell. 

Sir Charles Crosthwaite, KC.S.I. I Mr. F. C. Le Marchant. 

Sir Alfred Dent, Iv.C.M.G. | 

Mr. Robert Chalmers, Secretary * - 


Mr. J. E. O’Conor, C.I.E., recalled and further examined. 


12.097. ( 3 lr . Campbell .) You expressed yourself 
yesterday as of opinion that, after some abnormal 
years, the trade of India has returned to its normal 
condition, so far as can be judged from the trade of 
the eight months from April to November? — Yes, 
fairly normal conditions. 

12.098. During those eight months the surplus of 
exports over imports was how much ? — I think I 
mentioned it yesterday ; it is 21 crores. I compared 
the surplus with the surplus in the same period of 
several previous years. 

12.099. Twenty-one crores is larger than it has 
been for some years back ? — Yes. 

12.100. How far back have you to go to find so 
large a surplus as during the past eight months? — 
The surplus in 1 894-95 was almost exactly the same 
as it is this year. 

12.101. The- exports this year have been increased 
by unusually large shipments of wheat and rice ? — I 
would not call them unusually large shipments ; the 
exports of rice are large compared with the two 
preceding years, and the exports of wheat have been 
large compared with the last three or four years, but 
not large, really, as compared with former normal 
years. 

12.102. What was the value of the wheat exported 
in those eight months ? — About 8f crores. 

12.103. IIow far hack have you gone to find the 
corresponding volume of export of wheat ? — There 
was quite as large a volume, I think, in 1890-91. 

12.104. That is the year of the Russian famine ? — 
Yes. 

12.105. That, of course, was abnormal? — Yes; 
still we have only exported in the first eight months 
16,000,000 cwt. If we export to the end of the 
year as much as 20,000,000 or 22, 000,000 cwt. it 
Will not he anything particular, for that quantity has 
been shipped before in ordinary years. Then, as 
against the export of wheat may reasonably be placed 
as a set-olf a reduction in other things which will, no 
doubt, all things going Well, largely increase next 
year. 

12.106. To what things do you refer?— Jute is 
one. I understand that the area under jute this year 
has been restricted by reason of the greater profit of 
growing rice. 

J 2,107. The crop this year is a small one ? — Yes. 

12.108. Do you anticipate that it will he larger 
next year ? — Yes, I am informed from Calcutta that 
that is the expectation. 

12.109. Now, what were the exports of rice in the 
last eight months ? — 9 crores 40 lakhs. 

12.110. How does that compare with eight months 
in the previous years ? — If it is compared with the 
eight months of the two preceding years, it is enor- 
mously larger ; but in those years we did not export 


rice at all. Compared with other previous periods it 
is not exceptional. 

12.111. Then will you go further back ? — I can go 
further back, a great many years. I have not got the 
figures here, but I know that it is nothing really 
exceptional. I have the figures from the year 18.93- 
94, not for eight months, but for the 12 months; 
10 crores 24 lakhs, 13 crores 69 lakhs, 13 crores 
43 lakhs, 11 crores 85 lakhs, 11 crores 58 lakhs — those 
last two are the two had years. 

12.112. 9 crores 40 lakhs for the eight months is 
rather above the average ? — That is so. We shall have 
a very good rice year on the whole. I should not call 
13 crores 69 lakhs and 13 crores 43 lakhs above the 
average. These five years do not form an average, 
because there are two quite abnormal years in them. 
You would have to go back another five years to get a 
fair average. 

12.113. Between November and March two at least 
of these months are very heavy export months ? — 
January, February, and March are three months of 
very good exports. 

12.114. So that the four months from November 
to March are more than half the other eight months ? 
— It may be ; I should not be inclined to attach any 
very great value to an expectation of that kind. In 
the first place we know that the crop in Burma has 
not been quite as good as we could have wished; 
then, in the next place, prices have fallen. 

12,1 L5. Would you admit that these large shipments 
of rice and wheat have had a considerable effect in 
maintaining the rate of exchange up to the neigh- 
bourhood of Is. 4c?. ? — No, I do not feel inclined to 
think so. If they go on, then we may look to the same 
factors operating in future years. 

12.116. Providing the shipments continue equally 
large? — Yes. I take it that in regard to rice and 
wheat we may assume that the present year will be 
practically a normal one. That is to say, the trade is 
not likely to he in excess of that of future years, so far 
as one can prophesy. Assuming that we have good 
harvests in India during the next few years, as we 
generally do after a had famine, we shall continue to 
have a good export trade. 

12.117. Now, as regards the effect of a high or low 
exchange on trade and prices, I should like to draw 
your attention to some remarks in the recently- 
published “ Review of the Trade of British India for 
the five years up to 1897-98,” published by the 
Government of India, and compiled by Mr. J. A. 
Robertson, Officiating Director-General of Statistics 
to the Government of India. The first remark to 
which I "Wish to draw your attention is on page 2 : 
<£ A very noticeable feature in the last year’s 
u export trade is the general fall in the values of all 
“ the important staples except grain, of which the 
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“ price was kept up by the scarcity of food. In some 
“ cases this can be traced to special causes, such as 
“ over-production ” ?— *- May I venture to say, to begin 
with, that that refers to the year ending March 1898. 
It is a long time ago now. 

12.118. Quite so. “But,” the writer says, “the 
“ rise in the exchange value of the rupee must 
u have tended to this result.” Then, on page 3, 
the writer refers to the imports of gold and of 
silver ; and he remarks : “ The receipts of both 
“ were extraordinarily large, and this is the more 
“ remarkable in view of the contraction of the 
“ export trade and the impoverishment of the country 
“ by the famine. The purchases were doubtless 
“ largely speculative, the rise in the exchange and 
“ the fall in the price of silver making the trade 
“ profitable ” ?■ — In regard to that remark, I may say 
at once that I understand that, although the country 
generally was impoverished, there were parts of the 
country which benefited in an extraordinary degree 
by reason of the famine. The cultivators in the 
western part of the North-Western Provinces, who grew 
good crops in irrigated tracts, sold their products at 
extraordinarily high prices ; and they invested their 
profits in gold and silver, as is the habit of the people 
whenever they make sudden profits. 

12.119. I suppose there was greater inducement to 
do that, inasmuch as the rise of exchange reduced 
the rupee price of gold and silver ? — That may be. 

12.120. Then, at page 33, the remark is made : 
“ A small trade is done in the exportation of kerosine 
“ oil from Burma to the Straits, but owing to the 
“ unfavourable exchange it was consider ably less 
“ last year ” ? — That is a very small trade. I 
should not have made any reference to it had I been 
writing that report. 

12.121. It may be a small trade, but a principle 
can assert itself in a small thing as well as in a large ? 
— No doubt. 

12.122. However, you do not agree with that? — 
No. 

12.123. I only want to bring out that some other 
high officials of the Government do not agree with 
jour views ? — No doubt you may say that. In regard 
to those matters also, as I observed when giving 
evidence before this Committee last year, exchange 
may have an effect on particular transactions, 
and during a limited period; but exchange does not 
determine trade generally. The course of exchange 
will determine whether a transaction may be effected 
at a particular moment or not ; but in the long run, 
over a whole year or more-— and I have the great 
authority of Sir David Barbour in support of that 
position — it is the condition of trade which determines 
the course of exchange. 

12.124. There is no doubt they act on each other. 
Then something was said yesterday as to the Budget 
statement tending to give a wrong idea of the amount 
of revenue derived from taxation through the inclusion 
in the statement of the gross figures of receipts and 
expenditure in certain departments. Take railway 
receipts and expenditure on pages 72 and 73 of the 
Budget Statement. There is included on the re- 
ceipt side Ex. 21,823,000, and on the other side 
Ex. 23,931,000, showing a net result of about 
Ex. 2,000,000 ; but the Budget is thereby swollen to 
the total revenue of Ex. 99,000,000 on the one side, 
and Ex. 98,000,000 on the other ; which would give 
any casual or superficial observer the idea that India 
is taxed to the extent of about 20 millions more than 
she really is? — No doubt a casual or superficial 
observer might come to that conclusion. 

12.125. There are a good many casual and superficial 
observers only too ready to come to that conclusion ? 
— We do the same as Her Majesty’s Government 
does with reference to the Post Office and Telegraphs 
and a large number of services for which the receipts 
are not in the nature of taxation, but in the nature of 
payments for services rendered. That cannot be 
avoided. If you want to make an analysis you have 
to go from this general statement, which is an abstract 


statement, to the further detailed statement in which 
everything is classified. The very next statement 
gives you the classification on page / 4. 

12.126. It would take a long time to wade 
through all that ? — Sir Henry Fowler’s return makes 
it perfectly clear. It is not possible to instruct the 
casual and superficial observer, and neither in India 
nor in any other country are accounts or statistics 
constructed for him. There must be sufficient 
instruction to enable men to go behind the mere 
figures and apprehend their meaning. In this country 
Her Majesty’s Government inserts receipts and 
expenditure in the postal and telegraph departments 
in the accounts because the figures must be brought 
before Parliament. Our accounts also, by statute, 
are brought before Parliament, and the same system 
applies to us. I think all Governments everywhere 
frame their accounts in the same way. 

12.127. Now you referred yesterday to the particu- 
lars given in the budget statement of tho results of the 
various undertakings carried on by the Government, 
such as the Mint and Post Office, and so on. 
There is one important undertaking of which the 
Budget statement takes no notice whatever. I mean 
the Currency Department ? — We do not show it in 
the abstract general statement, but the figures are 
included, perhaps under the head of minor 
departments. 

12.128. No, it comes under the head of interest? — 
No doubt jou are right. I am not sufficiently 
intimate with the details to say. 

12.129. But you know no reason why that Depart- 
ment should not have a heading to itself as well as 
the Mint ? — The question is one of relative importance. 
If there is any call for its separate exhibition, I have 
no doubt the Government would be inclined to enter 
it separately. It is entered separately, however, in 
the Finance and Eevenue Accounts, which are the final 
and detailed accounts of the revenue and expenditure 
of India. The figures in the Budget statement arc 
only in abstract and are ephemeral and preliminary. 
At page 68 of the Finance and Revenue. Accounts you 
will find an “ account showing receipts and charges in 
the Paper Currency Department for the year.” 

12.130. But, if *lhe Mint is entitled to a separate 
heading of its own, why should not the Currency 
Department have one also? The Currency Depart- 
ment gives a bigger revenue to the Government than 
the Mint docs ? — 1 do not know why it should not he 
done. If you wish it done we can convey that view 
to the Government of India. It is, as a matter of 
fact, shown in the accounts. The Budget statement, 
of course, is more or less an estimate and an abstract. ' 

12.131. You are aware that the Government derives 
a large revenue from the Currency Department ?— I 
would not call it a large revenue. It does get a 
revenue. 

12.132. The report issued by the Department 
itself shows what the revenue is ? — Yes. The total 
net profit as entered in the accounts in 1897-98 is 
24 lakhs. 

12.133. {Chairman.) Appendix III. in the Return 
of Net Income and Expenditure shews the revenue 
derived from the interest of securities held by the 
Paper Currency Department, together with the 
interest on loans by the Government to port trusts 
and municipal bodies and advances to land-owners, 
and so on ? — When abstracts and preliminary accounts 
are. made, considerations of space arise. At a later 
period the fuller details are given. Everything is 
shown in the Finance and Revenue Accounts. 

12.134. {Sir A . Dent.) Can you give us a table 
showing the course of exchange during tins last ten 
years between India and the three places, Shanghai, 
Hong Kong and Singapore ? — I am afraid I have not 
got that here. 

12.135. It bears rather on the opium question that 
we were discussing yesterday. It is easily got from 
the local papers, of course?— I have got the exchange 
rates between India and Chino, that is Hong Kong 
rates, since the closure of the mints. Before the 
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closure o£ the mints the exchange kept practically 
steady. I think it was 224 rupees for the 100 dollars. 

12,136. Hong Kong will do? — I have got that 
since the mints were closed. The variations, of course, 
have been enormous. The following are the 
figures : — 


Rate of Exchange in Bombay on Hong Kong 
(Rupees per 100 dollars.) 


Month. J 

. 'i 

1893-1 

3894-5 

1395-6 

1896-7 

1897-8 

April - - : 

— 

185* 

194 * 

188* 

162* 

May - - 1 

— 

195fA 

197 

19034 

164* 

June - 

— 

19534 

19734 

19043 

I 6434 

July - - 

197A 

I974f 

199* 

1893- 

1573 K 

August 


195* 

1994V 

18^34 

143* 

September - ! 

197V-1 

194| j 

198 

j 1S3* 

141* 

October 

197* 

195* 

196* 

179-14 

149* 

November - 

190* 

192*V 

19534 

169* 

151* 

December - 

190§§ 

19044 

-is 

00 

00 

167* 

157 

January 

188A£ 

19044 

187-2- 

1674| 

147* 

February 

189£J 

i—* 

00 

IK 

186* 

166* 

143* 

March 

17. V* 

188ft 

186* 

j 163*4 

141* 


1.2,137. It shows curious fluctuations ? — Yes, very 
great fluctuations, with a constant tendency to decline 
to the end of 1897-98, the latest period for which I 
have figures. 

12.138. It is up now ? — Because silver is steady. 

12.139. {Mr, Le Marchant .) You expressed the 
opinion that trade conditions as favourable as those of 
the present year, in which the exports of wheat and 
rice have been large, may be expected to prevail over 
any ordinary series of years. Can you point to facts 
shewing that Indian exports are elastic and that 
deficiency in some is compensated for by increase in 
others? — That happens very frequently. In fact, so 
far as wheat and rice are concerned, if we have some 
decline in either, the aggregate of trade is not 
appreciably affected ; there is always something else 
to compensate. This year there is jute, with a large 
decline amounting to well over Rx. 2,000,000. I 
have no doubt that next year, if wheat should fall 
lower than this year, there will be a considerable 
expansion in the export of jute, assuming that there 
is a good crop. We have such a variety of climates 
and products in India, that that is what always 
happens, unless, as occurs once in 20 years or so, we 
have a real disaster, a general drought over extensive 
areas of the country. 

12.140. Can you infer from the returns of the area 
under cultivation that the tendency is for crops to in- 
crease ? — It is rather difficult to base inferences on our 
agricultural statistics, which are extremely imperfect, 
if I were to depend only on the figures we have, I should 
say there was distinctly a tendency for crops to increase ; 
but we keep adding new areas to the statistics, and 
you have to make allowance for this. But we know 
that the population of India has increased, and has 
been fed and clothed ; also that the export trade has 
increased, by reason of our capacity to send more 
exports out of the country ; therefore, there must have 
been increased production. 

12.141. What would you say of improved means of 
communication? Hoes the railway system bring 
produce more directly into channels conducive to 
exportation ? — -fn a great many cases the construction 
of a railway has given an export market to a large 
area of country which had no export market before 
that railway was constructed. 


12.142. Can you trace the effect of that in the 
comparison of local prices with prices at the ports ? — 
They run fairly enough together now, though in 
former years there were great differences. But the 
effect of railways on prices in the interior of the 
country is, I think, most shown by the uniformity of 
levels in recent years, compared with the differences 
of levels that existed in former years. Wherever a 
railway has been laid, there the prices of the tract 
served by the railway have always risen to the level 
of prices not only in surrounding tracts, but in 
regions which might be regarded as remote. 

12.143. Have you any observations to make about 
the course of prices recently ? — When I was here 
before, I pointed out to the Committee that there had 
been a material increase of prices in the interior of 
India, dating from about 1885. Then came the 
famine period, with a further very large, but temporary 
and exceptional, increase. I took seven food grains, 
the principal grains of the country, rice, wheat, jawar, 
bajra, ragi, gram, and barley, and gave what might be 
called an index number (700) to the price of these for 
1873. I showed that the index number for the period 
1891-1895 was 913 ; the figure for 1886-1890 having 
been 826. Then came 1896 and 1897 with a very 
high range of prices. By June last year the number 
was 1,000. How, at the end of November 1898, the 
level has come down to 862. This number is 41 per 
cent, less than the number in 1897, and 21 per cent, 
less than the number in 1896; but it is only 5 per 
cent, below the number of 1891-1895, and it is 4 per 
cent, higher than it was in the years 1886-1890. I 
wish to lay some stress upon this point, because these 
comparisons show the futility of attempting to deduce 
any conclusion from the course of Indian prices over 
a brief period. A witness before this Committee 
compared the prices of 1894 and 1895 with the prices 
of, I think, 1891 and 1892. He pointed to the rela- 
tively lower prices in the two years 1894 and 1895 as 
proving the assertion that the currency was restricted 
and inadequate. Though there have been three good 
crops in India since the famine, yet prices at the end 
of November last were still ranging at a much higher 
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level than in 1894 and 1895. 

12,144. The prices of food grains ?— The prices of 
food grains. Sir Antony MacDonnell the other day 
made a speech in Cawnpore, in which, referring to the 
range of prices, he said that prices had fallen to a 
level as low as any that has prevailed during the 
last 10 years. He was referring to prices in his own 
provinces. If prices had fallen uniformly all over 
India in that way, there would be room for saying 
that there was one general cause for it, and to argue 
that the currency was the predominant factor in 
the fall. But, if you examine the details of the 
changes of prices, you will find that, while in Northern 
India, where they have had such very good crops since 
the famine that they have been able to fill up their 
stores of reserve grain and yet have a considerable 
quantity for trade, prices have fallen for the moment ; 
in] Central, Southern, and 'Western India and in 
Burma there has been a relatively small decline from 
the famine level. This leads to the inference that the 
existing range of prices is the result of temporary local 
conditions, and that the result maybe modified next year. 
We cannot draw any conclusions in regard to Indian 
prices from one year, or two or three years ; but. 
looking back over a series of years, the course of prices 
up to November justifies one in saying that there has 
been since about 1885 a general and substantial, and 
apparently permanent, rise in the level of* prices in 
India. 

12,145. How far can you go back for reliable 
statistics of prices?— In regard to prices in the 
interior of the country we go back to 1861 — no further 
back than that. In regard to prices of articles which 
are staples of export and of import, we can go back 
to 1843 for some articles, and to later years before 
1860 for others. 

121,46. Has there been a marked change in 
prices in the interval, taking averages of 10 years or 
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whatever other periods may be convenient? — Yes, 
export prices f or a long period were low. Then there 

was a rise (because export prices correspond with 

16 Feb. 1899. sterling prices), and 1873, which happened to form 
■■ .. - — > the basis of our return — it is the datum level — was 
a year of what might be called inflated prices. 

12.147. For exports? — For exports; so that, if it 
is argued that there has been no special increase in 
the export prices since 1873 — which is not the case 
anyhow — the answer is, that year was a year of 
excessively high prices. 

12.148. And comparing it with preceding periods 
that would be evident from statistics ? — Yes, they are 
all in this book (Prices and Wages in India) ; in fact, 
there are no other statistics but what are contained in 
that book. This book gives, in Table 10, the prices 
of exports and imports for, in many cases, half a 
century down to 1898 — and those prices (which are 
actual quoted prices) are given for Calcutta, Bombay, 
Karachi, Madras and Bangoon. In Table No, 11, I 
have given the variation on those actual prices, taking 
the price in March 1873 as the datum level. That is 
represented as 100, and, if we go far enough back, we 
find enormous variations and fluctuations, both in 
imports and in exports, and a general rise — a very 
large rise as compared with the period antecedent to 
1873, and a rise since then. 

12.149. You appear to regard export prices as 
closely corresponding to sterling prices ? — Yes, that 
is for all articles that are mainly produced for export. 
There are certain articles of which a small quantity 
is exported relatively to the quantity that is produced 
and consumed in the country. There, I think, the 
sterling price has to follow the price of the markets 
of the country. It is rather difficult to analyse these 
things, but I should say that articles largely produced 
for export must be regulated by the sterling price, so 
far as they are exported to countries under a gold 
standard. 

12.150. Would you apprehend that with a gold 
standard there would be any change in that respect, 
that there would be, as it were, an inertness in 
Indian prices as compared with sterling prices or 
those in foreign markets ? — No, I do not know 
why prices should be affected at all by a change of 
standard. Prices depend upon the markets — the 
supplying market and the consuming market — but 
Professor Marshall would be much more competent 
than myself to explain how far, if at all, the 
standard comes in as a factor in the determination 
of prices. In my own mind, I do not see why a 
change of standard should have any real effect" on 
prices, unless the change of standard should affect 
trade ; but I also hold that it does not affect trade 
and cannot affect trade. 

12.151. Have prices shown much mobility oflate ? 

- — Yes; in fact the fluctuations of prices in India, 
speaking of export prices, correspond very largely to 
the fluctuations of prices in other countries. 

12.152. With regard to the question of foreign 
competition, what figures can you give us as bearing on 
Chinese competition with India? — I was much con- 
cerned to find that gentlemen interested in tea were 
apprehensive of Chinese competition, and I asked a 
large firm of tea brokers, Messrs. Gow, Wilson, and 
Stanton, here in London, how the matter stood. 
They sent me a circular which they issued at the end 
of the year reviewing the trade in Indian, Ceylon, 
and Chinese tea for the year. I may remind the 
Committee that London is the market for nine-tenths of 
the Indian and Ceylon tea. The imports of China 
tea are given by the firm as in the last three years 
.41,169,000 lbs., 39,778,000 lbs., and 33,002,000 lbs. ; 
so that in the year during which the people interested 
in tea have been lamenting the encouragement to the 
competition of China tea given by the action of the 
Government of India, the imports of China tea have 
materially declined, although exchange ruled during the 
year at nearly its highest possible level. The deliveries 
of China tea in this market declined in even greater 
degree than the imports. During these three years the 
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Ceylon tea imported amounted to 81,870,000 lbs 

92.072.000 lbs., and 93*, 580, 000 lbs. ; and Indian 
tea was 117,93*2 1 ,000 lbs., 131,650,000 lbs., and 

135.376.000 lbs. The deliveries have increased in the 
same way. 

This firm write in their circular : — 

“ The tea-producing industry has been passing 
through a severe crisis. The worst of the depression 
appears now to be over, and there are decided in- 
dications of a brighter outlook. 

“ For years past cultivation lias been rapidly in- 
creasing both in India and Ceylon, lioccssi latino- 
constant reduction in price, which gradually receded, 
until during 1898 the lowest average prices ever 
recorded were reached. 

“ The cost of production in the meantime was 
greatly augmented; first, by the enhanced price of 
rice owing to the Indian famine ; and, secondly, by 
the artificial rise in the value of the rupee, so that 
the margin of profit was thus still further reduced. 
Home consumption during last winter showed a 
marked falling off, probably due to the increased use 
of cocoa as well as to the strike in the engineering 
trade. Whatever the cause, the result was the con- 
sumption of less tea, and consequent accumulation of 
stock with reduced prices. 

“ But a marked change has come over the position. 
Home consumption has again increased and is now 
greater than ever, some six million pounds more of 
British grown tea being used during 1898 than in 
1897, while the total supply to the United Kingdom 
appears likely to be little, if at all, above that of last 
season.” 

They add ; — 

“ Another feature is now to be taken into con- 
sideration. For years past efforts have been made 
by Indian and Ceylon planters to foster a taste for 
their teas in new markets, the result being that, 
whereas ill 1890 only 14,000,000 lbs. of British grown 
tea were used outside the United Kingdom, the 
quantity had risen in 1897 to 5 1,000,000 lbs. For 
the II months of 1898 there was an increase of 
9,000,000 lbs. over the corresponding period of 1897.” 
That lias happened during the period when this Com- 
mittee has been informed that people interested in 
Indian and Ceylon tea dread the competition of China 
not only in the markets of the United Kingdom, hut 
in foreign markets which India and Coy Ion desire to 
enter. 

On this question of competition in foreign markets, 
a member of the firm wrote to me in answer to an 
inquiry — 

66 1 11 regard to that point of your letter which speak# 
of the successful competition by India and Ceylon tea 
against China tea in countries outside Great Britain, 

I think what the gentlemen you allude to intended to 
imply was that they did not think the competition 
could be carried on at a profit while the rate cf 
exchange remained higher than the intrinsic value of 
the rupee, as China and Japan would have such an 
advantage owing to their currency “being based on the 
actual value of their coins. 

“At^ the present time, I think a great deal of the 
tea which has been forced into these markets outside 
the United Kingdom has been sold with little, if 
any, profit to the growers, the increase in production 
during late years having caused so heavy a drop in 
the price that it was impossible to get rid of the large 
quantity of tea grown without some reduction in 
value, and I think it is this fact which has enabled 
British grown tea during the last year or so to 
compete successfully with other growths ; but, of 
course, planters cannot go on growing tea at a loss. 55 

As regards selling tea in foreign markets at little, 
if any, profit, I believe it is a common feature of trade 
that the trader who desires to enter a field already 
occupied by others, has to face a present loss in the 
hope of future profits. That is what I infer is happen- 
ing in the tea trade. 

12,153. Has the price been falling tvith f he increase 
of production ?*— 1 There has been no fall in price } 
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there has been a good recovery, although the quantity 
placed on the market has increased, so that the outlook 
is good for the producer. 

12.154. In what other products does China compete 
with India? — 1 know of none. 

12.155. As to the competition oi ? the Argentine 
Republic in oilseeds, has that been a marked feature 
of recent years ? — ‘The Argentine Republic has in- 
creased its exports of wheat and of oilseeds, but 
neither the one nor the other seems to have affected 
our trade. Our principal oilseeds are subject to 
the same conditions of cultivation and seasons as 
wheat. In the same way as wheat has increased 


during the year, there has, compared with the year 
before, been an increase in the value of the oilseed 
trade of 2J crores. We are keeping, in fact, at the 
fairly high level of the time before the bad crops of 
the last two or throe years. We are not afraid of the 
competition of the Argentine Republic in the oilseed 
trade. If, however, oilseeds in India were cultivated 
by European planters we should, no doubt, have 
heard as much about them as we have heard about 
tea. 

12,1 5G. Are oilseeds cultivated in India by natives 
exclusively? — Yes; and the natives go on happily 
producing and selling. 
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(For the evidence given on this day by Professor Marshall , see page 178 above.) 

Adjourned. 


THIRTIETH DAY. 


Wednesday, 1st March, 1899, 


Present : 


The Right Hon. Sir Henry H. Fowler, G.C.S.I., M.P., in the Chair. 


The Lord Balfour of Burleigh. 
Sir Francis Mowatt, K.C.B. 

Sir Charles Crosthwaite, K.C.S.I. 
Sir Alfred Dent, K.C.M.G. 


Mr. Robert Campbell, 

Mr. W. H. Holland, M.P, 
Mr. F. C. Le Marchant. 


Mr. Robert Chalmers, Secretary . 


The Right Hon. the Lord Farrer. called, and examined. 


12.157. ( The Lord Balfour of Burleigh .) We 
know, Lord Farrer, of your long experience at the 
Board of Trade, and your public work generally. 
What is more germane to this matter is that you 
were a member of Lord Herschell’s Committee which 
considered the closing of the mints ? — I was. 

12.158. Are you satisfied by the subsequent 
experience which we have all had since that time that 
the conclusions arrived at by that Committee were 
just and expedient, and that the action taken by the 
Government was wise ? — I am entirely satisfied. 

12.159. I understand you have read a good deal of 
the evidence which has been taken before this Com- 
mittee ? — Yes, most of it, especially the earlier 
portions. 

12.160. Do you see anything in that to shake the 
opinion which you have just expressed? — -No, it 
entirely confirms me in the opinion I have 
expressed. 

12.161. Would you give us first generally, and then 
I will take you through it rather in detail, any of the 
results which the reading of that evidence has left on 
your mind? — There are certain results which are 
left in my mind, upon which I am tolerably clear and 
positive, and there are certain other points upon which 
I am in doubt. I wish to keep those two sets of 
opinions separate. 

12.162. Then we might commence first — probably 
that will be agreeable to you — with those results on 
which you feel able to express a rather more decided 
opinion ? — Very well. The first subject upon which 
I have a decided opinion is bimetallism. I think 
that, whatever might have been the merits of 
bimetallism from an Indian point of view, if it had 
been possible to make a satisfactory international 
agreement with a satisfactory ratio, all notion of 
bimetallism as a solution of the Indian difficulty must, 


after recent events, be dismissed as impracticable and 
out of the question. Of course, I refer to the 
American proposals of last year, and the conclusion 
to which the Indian Government and the English 
Government came about them. 

12.163. Do you wish to amplify that in any way ? — 
I have nothing further to add on that, unless any 
member of the Committee wishes to question me. I 
could, of course, go at length into the subject, but 
on this as on other points it seems to me that it may 
be for the convenience of the Committee that I should 
answer the questions put to me as shortly as possible, 
subject, of course, to any further questions which 
may arise out of what I say. 

12.164. Would you or would you not contemplate 
the reopening of the mints to silver under the cir- 
cumstances in which we are now placed ? — That is 
the second point on which I have a decided opinion. 
I think it is entirely out of the question. 

12.165. Would you give us your reasons for that ? — 
In the first place, because to reopen the mints to 
silver would he injurious to the trade of India. In 
the second place, because it would be ruinous to the 
finances of India, and through the Government and the 
finances of the Government to the people of India. 
Lastly, as regards a subject which was perhaps of 
more importance last year than it is this year — as 
regards the stringency of money — I believe that re- 
opening the mints would leave the difficulties in that 
respect quite as great as they are at present, if not 
greater. 

12.166. ( Chairman .) Would you wish to give any 
explanation of those three points ? — It would be 
injurious to the trade of India, because, putting aside 
the exaggerations which have been made by bi- 
metallists in the courses of recent controversies, it is 
true that a difference of standard between India and 
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which prevents business from going on as well and 

1 March 1899 smoothly and easily as it would if she had the same 
' ” standard as the countries with which she principally 

trades. 

12.167. We know that between 80 and 90 per cent, 
of her trade is with gold-using countries ? — That is 
so. 

12.168. And therefore this difficulty you mention 
arises there ? — Yes. 

12.169. Then yon say it would be disastrous to the 
Government, and, of course, if to the Government, it 
would be disastrous to the people of India? — Yes. 
Of course everybody knows — I need not enlarge upon 
that — tlie great difficulties which the Government of 
Tndia have experienced in consequence of the fall of 
exchange, and the necessityof getting a larger number 
of rupees out of (lie people of India, wherewith to pay 
the interest on their gold debt. As regards the 
stringency of money, I think that capitalists who 
might be disposed to send money to India at the 
present rate, if they were sure of its being repaid in 
gold at that rate, would be deterred from doing so if 
they thought that it might be repaid in depreciated 
silver rupees. Capital would be prevented from 
going to India, and the stringency of money would be 
increased. 

12.170. Do you think it is desirable to continue the 
present condition for a longer time than necessary ? — 
No ; that is my third point ; I think it is very desirable 
that, if we do not at once adopt a gold standard and 
thus j>ut an end to the present period of uncertainty, 
we should at any rate contemplate an end of it as 
soon as possible. 

12.171. You would hold, I presume, that the present 
uncertain state of the currency is abnormal, and should 
be terminated as speedily as possible ? — Quite so. It 
is a state of things in which you have— I do not know 
how to express it — an anomalous standard, a rupee 
with a superior limit, aud without an inferior limit, as 
measured in gold. 

12.172. In fact, you have a token currency without 
any standard? — Without any complete standard. 

12.173. Now what do you say is the true solution ? 
—The fourth point on which I have a decided opinion 
is that the only true solution of the question is the 
adoption of a gold standard of value and a return to 
an automatic currency based on gold. 

12.174. Will you just explain that a little ? First, 
why do you say a gold standard ? — A gold standard 
of course is a different thing from a gold currency. 
What I mean is that the standard of value should be 
in India, as it is in this country, gold ; that gold should 
be the thing which has value lo which all currency 
and all values should be referred. I say an automatic 
currency based on gold, because the ordinary currency 
of India as far as I understand it — the bulk of the 
currency of India — must at any rate for a long while 
be silver. 

12.175. Or copper? — Or copper; but I say that it 
should be based on gold, that is to say, that the silver 
or the copper should be token currency having a fixed 
gold value. 

12.176. Then you do not agree with the witnesses 
and authorities we have had before us, who say that 
for India silver would be a better standard than gold ? 
—No, I do not. 

12.177. Will you just tell the Committee upon 
what you base that opinion ? — I base that opinion 
on the fact that, as far as I can judge, silver is a 
metal that is going out of use as a standard through- 
out the world ; that it is a metal of which the future 
value is extremely uncertain ; that, as I have said 
before, India’s trade is chiefly with gold using 
countries, and that it is very desirable that India 
should have the same standard of value as those 
countries; in short, that India should have as its 
standard of value gold ; which is becoming (I cannot 
shut my eyes to that fact) the standard of value all 
over the world. 


12.178. Now, do you thiulc there is anything in 
the condition of the English money market, to prevent 
the adoption by India of a gold standard ? — That ; s 
my fifth point. 1 can see no reason to think so. 
Any doubt which I may have had on this point had 
reference rather, perhaps, to the state of feeling which 
existed last year than to what I believe exists now. 
There was an idea in the City that the adoption of a 
gold standard by India might cause dangerous drafts 
on the London money market and upon the gold 
supplies in the world. I do not believe that there 
any reason to suppose that that would be the case. 

12.179. (Sir F, Mow at L) Would you define what 
you mean by an automatic currency ? — I mean a 
currency which ean be increased ad libitum by 
persons bringing a certain quantity of the standard 
metal to the Government and getting it converted 
into currency. 

12.180. (Chairman,) Do you mean that every 
person is to have the right to take it, or is it to be 
under the control of the Government ? — I mean that 
every person is to have a right to go to the Govern- 
ment with a certain quantity of gold in his hand and 
be able to say to them, “ You shall give me for that 
a certain number of rupees.” 

12.181. But is that the state of things in England ? 
— It is not the state of things in England, because 
everybody is entitled to have the gold coined into 
gold sovereigns, which are themselves the currency 
and legal tender. Now, in India, as far as I can 
understand the matter, you cannot expect to have a 
gold currency universally there, at any rate at, present, 
and you must have a power of getting rupees. 

12.182. Butin England it is essential to the trans- 
actions of this country that there should be a large 
amount of silver currency, which is a token currency, 
of course, but nobody has a right to go to the Mint 
with gold aud say “ give me coined silver ” ? — That 
is so ; but everybody, as a matter of fact, gets as 
much silver currency as lie wants, provided he will 
give the gold price for it. That is the practice, as 
a matter of fact. 

12.183. The Chancellor of the Exchequer is 
Master of the Mint. The Chancellor of the 
Exchequer means the Government, and, therefore, 
the Government of the day, as I understand, regulate 
the amount of silver token currency. The practical 
working of it is this, that they are influenced by the 
applications they receive from the Bank of England. 
The matter is really left in the hands of the Bank of 
England ?. — That is so. 

12.184. If the Bank of England were to show a 
disposition to increase to an improper extontt.be silver 
currency, the Chancellor of the Exchequer can say 

stop ” ? — Yes, but there is not the least risk of the 
Bank of England acting in that way, or any other 
bank, and I believe that in procuring silver currency 
the Bank acts at the instance of other banks ; I 
believe any bank can go to the Bank of England and 
say, w We want so much silver, and here is so much 
gold.” 

12.185. They have no legal right to it, but that 
is the practice ? — That is the practice. 

12.186. In India there is nothing corresponding 
to the Bank of England ? — That is another point, 
to which I will come by and by. But, as regards the 
principle on which silver currency is issued in England, 
there is not the least fear of an excessive issue of 
silver, especially under present circumstances, when 
the value of silver has gone down, because neither 
the Bank of England nor any other bank will go to 
the Mint to turn a sovereign into 20.y. unless they 
really want the 206*. for circulation ; because the 
silver, except for circulation, is very much less 
valuable than the gold they give for it. 

12.187. Is there not another question involved in 
it, namely, that sooner or later we may have to arrive 
at absolute convertibility of silver into gold ? — I think 
it is a defect in our present system that the silver is 
not absolutely convertible into gold. 



MINUTES OF EVIDENCE. 


209 


12.188. .Does not that involve a limitation of the 
silver in currency ? — I do not think that absolute 
convertibility would involve any greater limitation 
than exists at present, because a man would be a fool 
who would go to the Bank or the Mint to turn gold 
into silver unless he wanted silver for circulation, 
because the silver when lie got it as silver would not 
be worth half as much as the gold that he gave for it. 

12.189. Then, if I understand you correctly, your 
limitation is that the metal which is to be brought 
into the Mint, and in exchange for which they are to 
receive currency, is not to he the silver of which the 
currency is composed, but gold ? — Certainly ; 1 said 
gold. 

12.190. Tour limit is the metal ? — Yes ; the 
standard metal, gold. 

12.191. (Sir F. Mow at L) You define an automatic 
currency as a currency which can be automatically 
expanded on the production of the equivalent in gold 
by an applicant ? — That is it. 

12.192. (Chairman) Where the specific ratio is a 
matter of expediency, do you think there is any 
objection to fixing a rupee, say, at \s. 4 d., or do you 
prefer a higher or lower ratio ? — That is my sixth 
point. I think 1.?. 4 d. is the best rate, simply because 
that is the present rate, and to make it higher or 
lower would be to make an unnecessary change. 

12.193. What do you say to the objections of 
Indian exporters, either to a stable ratio or to this 
particular ratio of 1.9. 4 d. P — That is the seventh 
point on which I wish to express a decided opinion. 

I think there is nothing whatever in that objection. 

I think they have no right to make that objection. 

12.194. Why ? — Tor two reasons. I think that 
they make a mistake about thmr own interests 
in the matter. They talk about a low ratio. But 
a low ratio, if fixed and steady, would make no 
difference to them. What they want is a falling 
ratio. They have an idea that a falling ratio 
gives them an advantage. 1 am inclined to think 
that in the long run it does not give them an 
advantage. I am inclined to think that on the 
whole it is the best for exporters, as for everybody 
else, to have a stable standard of value with their 
customers, and that it is not an advantage to them 
that Ihc money in which they are paying their 
labourers should tend to vary as against money which 
they receive for their produce. I think on the whole 
it is to their advantage that the ratio should be a 
stable one. When you come to particulars, one of the 
things they complain of is their competition with silver- 
using countries. China especially is one that is 
mentioned. My impression is that, if you were to 
compare the effect of currency with a stable ratio upon 
trade with the effect of such an imperfect currency as 
that of China, (which is after all, I fancy, rather a 
copper currency than a silver currency), you would 
find that the Indian exporter has an advantage over 
the China exporter even in the matter of currency. 
Then, again, adjustments of prices and wages sooner 
or later take place. If they take place at once, then 
the exporter gets no advantage at all. There is one 
case in which he gets an advantage ; that is the case 
in which the adjustment of his wages and expenses 
does not take place at once, and in which consequently 
he is receiving the price of his produce in gold, and 
has to pay wages in a depreciating currency. There 
undoubtedly the exporter gets an advantage for the 
moment; it is an advantage which I do not think 
lasts, first, because an adjustment must sooner or 
later take place and the exporter’s expenses must rise, 
and, secondly, because it does harm to the country, 
and he will feel that in the long run ; but for the 
moment he gets an advantage. He gets that advantage, 
however, at the cost of the persons to whom he pays 
wao'es, or at the cost of somebody else in the country. 
It is therefore a transfer, it is not. a gain, it is not a 
benefit. It is a transfer of benefit, of advantage, of 
gain from one person to another — from the Indian 
native to the English exporter— and I think that is an 
unjust advantage, and one that he ought not to have. 

i Y 3514. 


12.195. That is the case of the tea trade profit ? — 
That is so. The tea trade is a special case in point. 
Unlike many other Indian investors, the English 
investor in the Indian tea trade receives the whole 
of his returns in the form of the gold price of tea in 
gold countries, whilst he pays all his outgoings in 
rupees. No wonder that be likes a state of things in 
which the gold price of the rupee is constantly falling. 

12.196. You regard that really as an illegitimate 
profit and made at the expense of other interests ? — 
Exactly. 

12,197> In fact, what one gains somebody else must 
lose ? — Certainly. There is no actual profit by a 
change in value between the sovereign and the rupee. 
What one person gains another must lose, and vice 
versa. 

There is one other observation I should like to 
make before (pitting this point. It has been said by 
many persons, and said, as I think, with great exaggera- 
tion, that the benefit which the exporting merchant 
gets is to lower the price of the article that he sells 
in the gold country. I doubt if that is the case to 
any great extent. It may occasionally, in certain 
states of the market, have some effect of this kind. 
Where it has that effect it is clear that no one in the. 
exporting country gets any gain ; the exporting mer- 
chant does not get any advantage, because he is 
obliged to lower his gold price ; the only person who 
gets an advantage; is the consumer in the gold 
country. I do not say that this happens often ; I do 
not think it does. 

12.198. We have had conflicting evidence on 
that point. Take this concrete instance : a certain 
amount of tea is sold in the London market 
for a sovereign. At one time at. an unstable ratio 
that sovereign commands 18 rupees ; at another 
time that sovereign commands only 15 rupees. The 
wages are unaffected : they have to be paid in rupees ; 
therefore there is a profit as between the 18 rupees 
and the 15 rupees, which goes into the pocket of the 
exporter of the tea? — It has been stated, and if I 
remember lightly, by Mr. Lindsay, among other 
persons, that under certain circumstances and in 
certain particular states of the market the profit 
which the exporter gets may induce or compel him 
to lower his gold price. I do not think that happens 
often. 

12.199. Have you anything to say with reference 
to the limitation of the currency which has already 
taken place by the closing of the mints — as to whether 
that has any effect on the gold value of the rupee ? — 
That is my eighth point. I am inclined to think that 
it has. The experience of last year shows that 
throughout both the slack time of the year and the 
busy time of the year the rupee has been maintained 
at Is. 4 d. 

12.200. Do you think there is a contraction of 
the currency involved in the plan proposed by the 
Government of India ? — That is ray ninth point. 
Yes, as far as I can understand their plan, they 
propose to actually ladle out, if necessary, a part 
of the currency, and so contract it violently. I 
should be indisposed to do that, if we have not 
reached the point at which the rupee is per- 
manent at Is. 4 d. I should be disposed to let the 
natural state of things and the growing demands of 
business and the ordinary waste of currency raise it 
to Is. Ad., but I have every hope that the Is. Ad. has 
come to stay. 

12,2ul. What have you to say about the con- 
veitibility of the token rupee — assuming that to be 
adopted — into gold?- — That is my tenth point, and 
a most important point it is. I believe that the only 
sound ultimate foundation for a gold standard in 
India is the convertibility of the token rupee cur- 
rency of India into gold, if not for all purposes, at 
any rate for the purpose of foreign exchange. 

12,202. How do yon think that the. Indian Govern- 
ment should deal with that question? What do you 
think is their responsibility ? — I think that the Indian 
Government cannot escape the responsibility of 
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' such responsibility. 

12,203. What are the dangers which might he 
reasonably apprehended from convertibility? — That 
is an eleventh point. The danger is apprehended to 
be this ; I am not now stating my own opinion, 
but this is what is put forward. It is thought 
that there may come a Lime when by reason of 
war, of famine, or otherwise, India's productive 
powers may be diminished, and when she will 
have reduced power of exporting to pay her debt ; 
a time when imports will exceed exports ; when 
the real exchange will be against India; when 
the value of the rupee in terms of the pound 
sterling will be lowered, and when there will in con- 
sequence be a tendency to export gold. At such a 
time, it is said that any gold in the Indian currency 
is likely to be exported ; and not only so, but that, 
when it is known that the Indian Government will 
give gold for rupees at Is. 4 d. y there will be a drain 
on the Indian Treasury by the offer not only of the 
rupees in circulation but of the vast quantity said to 
be hoarded. Such a rush for gold, it is said, no 
treasury could stand. 

12.204. That is your statement of the objections ? — 
Yes, as far as I understand them. 

12.205. What is your answer to those objections ? — 

1 think it must be admitted that, wherever there is a 
large token currency of whatever description, (and 
under the proposed circumstances the bulk of the Indian 
currency would be a token currency), whether silver, 
as in India, or notes, as in France, or bank money, 
as in England, there may be cases in which it is 
difficult or impossible to redeem the token money 
in gold. Even the Bank of France has had to suspend 
cash payments ; and the restrictions of the Bank 
Charter Act in England have had to be suspended. 
Extreme cases may always require drastic remedies 
or powerful cordials, and India would probably be no 
exception to the rule. But these exceptional cases 
are not made the basis of our currency systems. We 
look to the ordinary state of things. Looked at from 
this point of view, the ease of India seems to be a 
specially favourable one, for the following reasons. She 
has a great and elastic power of producing saleable 
exports ; she imports, on the balance, a large quan- 
tify of the precious metals, which she retains with 
great tenacity ; and she recovers very quickly from 
great depression, as is seen from the history of the 
last few years. 

12,206. Will you go to the question of hoarded 
rupees? — This is a twelfth point, on which, from want 
of knowledge of India, I speak with more hesitation ; 
but, so far as I can judge, the hoards do not frighten 
me. I do not see why they should come out and be 
presented for payment in gold. Perhaps on this 
point some encouragement may be derived from 
what has happened during the .last year. The value 
of the rupee has been equivalent, or nearly equivalent 
to Is. 4d., the highest point to which under the* 
existing system it can rise, so that persons holding 
hoarded rupees might, if so disposed, have exchanged 
them for gold at this high rate. At the same time 
there was no undertaking on the part of the Govern- 
ment that they would give gold in future for rupees 
at this rate, and one of the principal features of the 
case before the Committee has been the future 
uncertainty of the rupee. Consequently a state of 
things has existed in which there was every motive 
for bringing out hoarded rupees and converting them 
into gold. And yet nothing of the kind has happened. 
The people have preferred to keep their rupees. Why 
should it be different in future, especially when the 
Government has pledged itself to maintain the gold 
value of the rupee, and when people will know that 
* their rupees will always be worth the Is. 4 d. in gold ? 

I do not myself, as far as I can judge from the evi- 
dence, attach much importance to this danger of the 
hoarded rupee. 


12.207. {Sir F. Moioatt .) But do you sny ihat this 
last year any man taking rupees could claim to get gold 
for them? — Yes, as long as the rupee wa* actually at 
L?. Id. ; he could not go to the Government and get it 
but lie could have bought tlu*. gold. 

12.208. He could have, bought in the market’^ 

Yes. ' 

12.209. {Chairrnan.) Ts there any other con- 
sideration to be taken into account, in your opinion 
as to India keeping her gold ? — Yes. The next, point 
on which I wish to express a, decided opinion is {l 
very important one. To the above considerations 
bearing on the ability of India to keep her gold it. 
should be added t hat India lias an honest and a solvent 
Government which is not; likely to outrun tin* constable* 
as has been the ease with most, if not all, tin* nations 
which have failed to maintain a gold standard. l>ut; 
this consideration leads to a. caution. Tin* gold 
standard cannot be secured without some effort aim 
some sacrifice. Some reserve will Ik* necessary, though 
I doubt whether it need be a very large one” Bud if 
the actual reserve is not very huge, India’s credit omdit 
to be proportionately stronger and more secure. For 
these objects it seems to me to be absolutely necessary 
that, pending the establishment of tin* gold standard” 
the finances of India should be most cautiously adminis- 
tered. India cannot afford at tlm same moment to 
establish a gold standard ; to indulge in costly wars 
and increased military expenditure ; or to materially 
reduce taxation. Even Public Works, which may in 
the end be reproductive, might cause a dangerous 
strain, and, for the present, borrowing tor this purpose 
of Public Works should, as far as possible, be either 
avoided or very cautiously conducted. To establish the 
standard of value, and to maintain the rc.-ervos or 
credit necessary for that purpose, should he the para- 
mount object of the Indian Government. 

12.210. Do you mean that the Indian Government 
should as soon as possible form an act uni gold reserve? 

I hat is a point which I will conic, to afterwards. 
But they must either form a gold reserve or he in 
a position of financial strength and credit, in which 
they could at once procure the gold if it. was necessary. 

12.211. Let me put an analogous cast*. Suppose in 
this country we had a large surplus at tin.* end of the 
financial year, which surplus would, in a normal state 
of things, be appropriated to the liquidation of debt; 

If a gold h ‘ serve a van wanted lor some financial 
experiment, would not tlm course be not to pay off 
debt and not to reduce taxation but to treat; Mm two 
as a reserve for that future drain [ think that might 
probably be the best way of doing what is needed. & 

12.212. And that wouid be sound policy as applied 
to India ?— Yes, very probably ; but at tint same time 
it must be remembered that paying off debt increases 
the credit of India. 

12.213. Of course that can be borrowed a^ain ^ 

Yes. n 

12.214. Assuming the normal average, value of 
the rupee to be fixed at Is. Id., and excluding' any 
exceptional circumstances which might affect its value, 
and seasonal and other fluctuations which mhdit 
make the sterling value of the rupee greater at 
one time than at another, how would the steadiness 
ot the rate have to be provided for?— There must be 
a reserve of gold, or of silver, or of both, sufficient 
to meet the demands occasioned by these fluctuations, 
just as reserves arc kept iu the Bank of England to 
meet fluctuations in this country. 

12.215. If these conditions were observed and the 
productive. powers of India maintained by ordinary 
sound administration, what do you say as to the excess 
of exports P— That is my next point, and it is one on 
which I lay great stress. Having established your 
currency, on what you believe to be a sound footing, 
then, I say, leave the exports to lake care of them- 
selves. There is no greater fallacy than to suppose 
that you can improve the exchange or the credit of 
India by manipulating currency for the purpose of 
increasing exports. 
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12.216. lb stringency to be cured by depreciation ? 
— That is my next point. I think not. It is not cured 
by depreciation in this country. No one would dream, 
because there was a stringency in the money market, 
of authorising the Bank of England to issue more 
notes, and in the same way I do not believe that 
stringency in the Indian money market is to be per- 
manently relieved by enabling them to add depreciated 
silver to the currency. ’ 

12.217. Just let us apply that io a state of stringency 
in this country. The property is there, the capital is 
there, but there is a want of currency. The Bank of 
England is not allowed to issue bank-notes unless 
there is either gold bullion to meet those banknotes or 
the Government debt which is added to that figure. 
Then in those circumstances the Chancellor of the 
Exchequer suspends the Bank Charter Act, and then 
they are allowed to issue notes without gold. Does not 
that relieve the stringency of the money market? — 
That is so, in the extreme cases to which I have 
already referred as special and exceptional cases. But 
these are not the ordinary case, and everyone would 
wish those extreme and exceptional cases to be as 
few as possible. I do not see how, if you have a 
token currency, you can avoid the possibility of an 
extreme case, and then you must meet it as best you 
can. 

12.218. Have you anything to say with regard to 
the present 3' ear ? — Yes ; this Committee was ap- 
pointed and our attention was first directed to this 
subject last year, when the question of the stringency 
was ver)' T different from what it is at present. T think 
it is now only necessary to refer to the facts of the 
present year. Since last spring, time must have 
further contracted the currency, relatively to the de- 
mands upon it; the volume of trade is much larger 
than it was ; exchange is above 1.9. Ad. ; and at the 
same time the discount rate is 7 per cent, as against 
12 per cent, or 13 per cent, in 1808. I am inclined 
to think that, if the question had arisen in the 
present year, it is doubtful whether your Committee 
would have been appointed. 

12,210. If the stringency in question were due to 
a want of currency, and such want was also due to an 
unwillingness to buy rupees at Is. 1/7.. in consequence 
of mistrust concerning the future gold value of the 
rupee, what is the true way to remove that evil ? — 
To establish confidence in the future gold value of 
the rupee. 

12.220. And that would be sufficient ? — That 
would be sufficient. 

12.221. Now, about the ultimate intention of the 
Government of India with reference to the standard. 
Assuming that the plan for a gold standard is 
approved, what do you say about ensuring public con- 
fidence ? — This is the last point on which I wish to 
express a decided opinion, and it is a very important 
one. If the proposed plan for the gold standard 
is to succeed, public confidence must be assured ; 
and for this purpose it is essential that this Com- 
mittee, as well as the Indian and the English 
Governments, should, whatever may be the inter- 
mediate steps adopted, allow no doubt whatever to 
be entertained as to their intention ultimately to 
establish and maintain the gold value of the rupee 
at Is. A d., or at whatever other ratio they may adopt. 
This, in my opinion, thej r can only do by making the 
token rupee convertible into gold. In what manner, 
by what stages, and under what limitations such 
convertibility should be effected, are comparatively 
matters of detail. 

12.222. These are the points on which you hold, what 
we may call, final opinions ? — Strong opinions. No 
opinions on such a subject as currency can be con- 
sidered as absolutely final ; because circumstances may 
change in some manner which we do not now foresee. 

12.223. We should like to have your opinion on 
some of those points as to which you may not he quite 
so decided. First take the question whether there 
should be a gold currency in India, as proposed 
by the India Government, or only a gold standard, 


as proposed by Mr. Lindsay and Mr. Raphael? — 
On this point I wish to be neutral, and to state 
what appear to me to be the principal considerations 
on both sides of the question. That the bulk of the 
Indian currency must be a silver token currency there 
is no doubt ; and, if there is to be a gold currency, it will 
probably be confined, at any rate for a considerable time, 
to a marginal currency of comparatively small amount, 
used chiefly for the purpose of foreign remittances. 
If such a currency could be established, it would have 
one great advantage. It would leave the working 
of the real exchange between India and Europe to 
be governed entirely by business relations, as in the 
ordinary case of exchange between two countries each 
of which has a gold currency. The fluctuations of 
exchange above and below the actual par in each 
country would be limited by the actual cost of 
procuring and remitting gold, and within these limits 
the fluctuations would operate to redress excesses of 
liability on either side and to adjust the balance of 
liquidation. The schemes of Mr. Lindsay and Mr. 
Raphael propose to attain the same object, but in a 
more artificial and therefore less satisfactory way. 

12.224. But we should like to hear your opinion 
of Mr. Lindsay’s scheme ? — In some respects I should 
prefer the schemes for a gold standard proposed by 
Mr. Lindsay and Mr. Raphael to any schemes for 
a gold currency. The reasons are so well stated by 
Mr. Lindsay in his evidence (questions 3580 and 
following, and 4001) and b}- Sir W. Rely Hutchison 
in Ills evidence that I need not repeat them here. A 
further consideration, which was perhaps in the state 
of opinion in the City of more importance last year 
than it is now, is that Mr. Lindsay’s scheme would 
disturb the English money market less than a scheme 
for a gold currency — that it would leave the money iu 
London and would probably create less alarm here. It 
would use no gold except what was necessary for the 
purpose of the remittances. 

12.225. For the balance here ? — The balance here. 
It would also enable the matter to be entirely conducted, 
if it was thought right, by the Bank of England. In 
fact, the balance might form part of the Bank reserve. 
I think T should add to that ihat it seemed exactly to 
hit the object that was wanted, namely, to provide for 
foreign remittances ; and that therefore there was a 
great deal to be said for it on that ground. And, at 
the same time, } r ou do not want a gold currency in 
India except for purpose of remittances. 

12.226. Now, you have some detailed criticism to 
make of Mr. Lindsay’s scheme ? — Y r es, but I should like 
first to add, in favour of Mr. Lindsay’s scheme, that, 
whilst the existence of a gold currency in India would 
relieve the Government from the necessity of artificially 
fixing a margin, it would not relieve them from the 
necessity of interfering if the gold currency should 
tend to diminish and disappear and of determining 
the point in the falling value of the rupee which calls 
for such interference. 

12.227. Assuming that Mr. Lindsay’s scheme is 
adopted, what ought in your opinion to be the margin 
on either side of the par value beyond which the public 
would have a right to call on the Government for rupees 
in return for sterling, or for sterling in return for 
rupees ? — Mr. Lindsay gives the figure of Is. A-^d., as 
what people would have to give in England in order to 
get the rupee in India, and on the other hand they would 
have to give a rupee in India in order to get Is. 3 frZ. 
in England. That is Mr. Lindsay’s view. Mr. 
Raphael seems to think that Mr. Lindsay’s margin 
is rather too large, and that the limit ought to be less. 
That is a point upon which I have not sufficient 
practical knowledge to offer an opinion. 

1 2.228. What is the difficulty ? — One difficulty 
that has been suggested is that under Mr. Lindsay’s 
scheme there would be really no remittance of gold 
either from England to India or from India to 
England, and consequently no real cost of remitting 
gold to serve as a gold point. In this state of things, a 
suggestion has been made that there should be no 
margin at all, and that the Government should in all 
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/tt. Ho*. cases be bound to convert sterling into rupee:- and 

Lord Farrer, rupees into sterling at tlie actual par of exchange. 

1 if T"i 0 n rt But this would involve a total abolition of the iiuetua- 

___ lions in the real exchange caused by the ordinary 

operations of trade and remittance, fluctuations which 
are founded on a rail difference of value between a 
gold coin in England and the same gold coin in India, 
and which have the wholesome effect of helping to 
redress the balance of liquidation. Whatever might 
be the true balance between the two countries, no one. 
would give more than 1/. sterling for 15 rupees, if 
he knew that the Government would cash any quan- 
tity of sterling in rupees at that rate: and no one 
would give more than 15 rupees for 1/. sterling if he 
knew that the Government were bound to give any 
quantity of sterling for rupees at the same rale. 
Under such a system the Exchange Banks would 
cease to do what is not only a profitable business to 
themselves, but a business important to trade ; and 
the Government would in all probability suffer loss. 
That there must be a margin is clear ; and it is no 
less clear that there is a difficulty in fixing the margin, 
as I have stated before. That is an argument 
against Air. Lindsay’s scheme and in favour of having 
a gold currency in India ; in which case the real 
exchange would be automatic, as it is between gold 
countries. 

12.229. But that difficulty is inseparable from (to 
quote Sir John Lubbock’s phrase) any exchange 
standard— The difficulty that there must he a margin? 
—Yes, if you are to fix it arbitrarily. 

12.230. If you are to have an exchange stan- 
dard, it must he an arbitrary standard ? — Yes ; 
only that, if you fix your rupee at ls.4d. and you have 
a gold currency in India, then the exchange of gold 

* in India for gold in London, the remittance backwards 

and forward, will settle itself. 

12.231. It will depend on the real value of the coin 
in both cases ? — Quite so. 

12.232. But Mr. Lindsay’s scheme does not depend 
on that ? — No ; it is artificial. 

12.233. And so is Mr. Raphael’s scheme? — Yes. 

12,231. And in fact the G-overnment’s too ? — Y es. 

12.235. You say that, if the margin is too small, it 
will unduly contract the wholesome fiuetuations due to 
the state of the balance between the two countries; if 
it is too large, it will joro tanto unsettle the gold value 
of the rupee ? — Quite so. 

12.236. Would you give any opinion as to what it 
should be ? — No • that is for bankers and practical 
men. 

12.237. Now, wliat do you say about the agency by 
which this new currency should be managed, assuming 
such a currency to be adopted ? — The answer to this 
question will depend to some extent on the question 
whether the gold reserve is to be kept in India, or. as 
in Mr. Lindsay’s and Mr.. Raphael’s plans, in London. 
If the latter, it would, it seems to me, be desirable to 
place the whole management of the gold reserve in 
the hands of the Bank ot' England. When once the 
ratio of the rupee to the £ sterling is determined, the 
function of maintaining convertibility arid of keeping 
a sufficient reserve for that purpose in the face of 
whatever fiuetuations, seasonal or oilier, may occur, 
is essentially a banking function, such as the Bank of 
England and other banks have to deal with in their 
ordinary business ; and I believe it would be better 
clone by them than by the Government, and would be 
kept apart from the ordinary financial operations of 
the Indian Government. At the same time the 
Government of India cannot under any scheme avoid 
the responsibility of keeping in India, and, if necessary, 
of coining, as many silver rupees as are likely at any 
given moment to be in demand. How this should be 
effected, whether it can be facilitated by the issue of 
notes in India, and how the accounts between the 
Indian Government and the bank should be kept, are 
points on which I am incompetent to offer an opinion. 
The Indian Government must of course in some form 
or other pny and indemnify the bank; ami I should 
likefy in Mr, Raphael’s emphatic words (6459) to see 


not only “the Indian Government but the English 
“ Government support the scheme with its entire 

credit.” 

12.238. If the English Government supports the 

scheme with its credit, then a great many of the 
difficulties would disappear at once about the "old 
reserve ? — Entirely. ° 

12.239. That would practically solve the question ? 
— That would solve the question, I believe. 

1 2.240. Now, will you proceed with your statement ? 

■ — Whether Mr. Lindsay's scheme be adopted or nor 
and whether it is determined to have a gold currency 
in India or not, I should he glad if it were found 
possible to commit the management of the scheme to 
the Bank of England or to some other bank rather 
than to leave it simply and entirely in the hands of 
the Government. J. believe they would manage it 
hotter ; it is part of their business ; and I do not at 
all desire to see a system in which the Indian Govern- 
ment put a quantity of gold in their shop window and 
ask everybody to look and see from dav to dav how 
big it is. ' 

12,211. In -fact you would prefer bank management 
to Government management ? — I should. 

1^,242. Have }ou at all thought over the possibility 
or wisdom of establishing a bank in India that should 
do for India what the Bank of England docs for this 
country ?— I have not sufficient knowledge of India to 
go into that. 

12.243. You have seen Mr. Alfred do Rothschild’s 
paper ? I have heard of it; I have not read it. 

12.244. Bo you think that a complete and final 
scheme with absolute convertibility should bo 
adopted at once, or that more experience should 
be acquired before that is done?-— I regret time 
the imperfect scheme of 1893 should not have been 
allowed a somewhat longer trial before throwing 
it again into the crucible. The circumstances 
of the. last five years have been in many respects 
exceptional, and the experience of two or three 
more years, without war, without famine, without 
pestilence, and without exceptional borrowing 
would have been very desirable for the purpose of 
establishing the fact that the currency of India at the 
gokl a al ue of ],?. 4 d. for the rupee is not normally or 
permanently redundant; in other words that trade 
aud business have accommodated themselves to that 
value, subject, of course, to seasonal fiuetuations. 
Even if the rupee were still normally redundant at 
that value, the contraction arising from the natural 
waste of currency and the increasing demands of 
business would no doubt soon bring it up to that rate 
without any such violent operations as the Indian 
Government propose. But, if it is thought desirable 
to adopt a complete scheme at once, I have no doubt 
that an undertaking to secure the convertibility of the 
lupee at Lv 4d. } especially if hacked by the credit 
of the English as well as the Indian Governments, 
would now and henceforth maintain the token 
rupee at that value. 'I he groat difference between 
the immediate adoption of a final plan and a policy of 
waiting, is not a difference of principle, hut of policy 
and regard for public opinion. If the experience of 
the present year should be confirmed by the experience 
of one or two consecutive years, and if the rupee should 
continue at or near U. 4 d. for that time, men will 
hate become accustomed to it, and the operation of 
guaranteeing its convertibility, which now appears to 
some people heroic, will not appear heroic at all. 
Lncler these circumstances it is a question of practical 
politics, whether to establish a system of convertibility 
at once or to wait for the experience of two or throe 
years. But, whichever course be adopted, it is a sine 
qua non—i f the currency of India is to be placed 
on a sound footing— that the Governments both of 
India and of England should allow no doubt whatever 
to exist about their iutention to establish and to 
maintain the gold value of the rupee at the fixed 
ratio, by undertaking to convert it either now* or 
hereafter at that ratio. When specie payments were 
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resumed in England, or rather when the bank was 
compelled to pay its notes, it was done by degrees. 

12.245. You mean in 1810? — Yes. 

12.246. It was spread over four or five years, I 
think ? — Yes ; but the effect of saying that they would 
do it at the end of throe or four or live years was to 
raise the value at once to par. 

12.247. You say that the imperfect scheme of 1803 
should have been allowed a longer trial. If Sir David 
Harbour were here, lie would say that an essential 
part of the scheme oi' 1893 was the introduction of 
a gold standard? — Undoubtedly Sir David Barbour 
always intended that, and I think you will find that 
Deni Wclby and I expressed a strong opinion to 
that effect. 

12.248. I mean, he regard ed the introduction of a 
gold standard as the scheme, and this was the first 
step in it; ? — Certainly. 

12.249. It was part of the original scheme that 
there should be a gold standard ? — Certainly. I would 
never have signed the Report of 1893 unless I had 
believed that it would lead to a gold standard. 

12.250. (Sir F, Mo-watt). You have dwelt on the 
great importance of guaranteeing the maintenance of 
the rupee at whatever figure is agreed upon, either 
now or in course of time, and you have said that that 
would bo greatly facilitated “by the English Govern- 
ment giving it its entire support..” Will you define 
what you mean by the English Government giving, it 
irs entire support? — Suppose, for instance, the English 
Government agreed with the Indian Government to 
ask the Bank of England (I am only giving this as an 
illustration) to undertake the business. If the Bank 
of England did undertake the business and dealt with 
this as a part of their business, adding to their own 
reserve for the purpose, and did it at the request of 
the Indian Government and the English Government, 

I should say that the Indian and the English Govern-, 
meats would both have agreed to support the Bank of 
Engl mid. 

12.251. You mean the English Government should 
in some way undertake to recoup the bank any loss 
which the management of the rupee cost ? — The 
repayment of the cost must be a matter of arrange- 
ment. 

12.252. I should say the loss on the transaction ? — 
It would rather mean this, would it not ? Supposing 
that there occured one of these extreme cases in which 
there was a great run, and in which something equiva- 
lent to the suspension of the Bank Charter Act had 
to be effected, then the Government would come to 
the assistance of the Bank of England, just as they 
would in an extreme case in London. 

12.253. Then you are not contemplating that the 
English Government would simply guarantee a loan, 
either limited or unlimited, issued by tlie Indian 
Government in order to ensure convertibility ? — 
I was not thinking of that particular form. I do not 
think that would bo necessary. 

12 254. Would you contemplate a loan, or a reserve 
established by loan by the Indian Government ?— That 
is really a matter of arrangement for the Indian Govern- 
ment. I should myself prefer to contemplate some such 
plan as tiic Ohairmau suggested, ol accumulating 
surpluses, rather than anything heroic in the way ot 
borrowing; but there might he a time wlmn the 
reserve "became very low, and it wus necessary 
to replenish it, and when that could only be done by 

borrowing. . 

12.255. And you think that that borrowing should 
be by the Indian Government, supported by a guarantee 
of the English Government ? — I should be glad to see 

that. . .. 

12.256. You include that in the “entire support 

of the English Government? — Yes. 

12.257. Now, you have spoken of the gradual intro- 
duction of conversion. Have you considered at 
all bow to ensure a gradual introduction of converti- 
bility ?— I think it must be a question of time. 
In the English case in 1819 they did it by raising the 
value of the note by stops till it came to par, That 


would not he necessary now, because you have the jit. Hon . 
rupee at U. 4 d. already, but you might say, - this shaft Lord Farrar. 
go on for so many years, and at the end of so many — — 

years we will undertake to convert.” * 1 March 1899 

12.258. How would that be affected by, for instance, 
the rupee now for some reason falling below Is, 4 d.; 
how would the Government deal with that? Suppose 
people came and said, “ You are guaranteeing converti- 
bility ; we want gold for these rupees”? — My 
impression is that, if you said you were going to 
undertake to convert either now or four or live years 
hence, the rupee would not fall below Is. 4 d. 

12.259. It is on that conviction that you base this 
argument ? — Yes. 

12.260. (Lord Balfour of Burleigh). In the course 
of vour answers to Sir Henry Fowler you said that 
persons hoarding rupees, if there are any who have 
hoarded them, would probably have taken advantage 
of the high price of recent times of close on Is. -id. to 
realise tlieir hoards ? — Y es, to secure having them in 
gold. 

12.261. Yes, to secure having them in gold. 

Perhaps a large number of persons, some intelligent 
and influential people in India, might do so, but 
would that apply to the great mass of the population 
who may to supposed to have some hoards of rupees ? 

— No, it would apply to those who thought about it ; 
but I doubt very much whether under any circum - 
stances the mass of the people would bring their rupees 
to convert them into gold. The rupee is useful to 
them as a rupee. I do not see why they should come 
to turn it into gold. The people whom you have to 
fear are those people who look forward and who 
think, “Gold will be more valuable at some future 
“ time than this rupee is, therefore I will at this 
“ advantageous juncture turn my rupee into gold.” 

Those are thoughtful and speculative people. 

12.262. No doubt ; but in theory the possibility of 
such a contingency as my first question indicated 
does add to the responsibility of the Government in 
undertaking what you propose ? — To whatever extent 
that goes, that is so. 

12.263. But the risk of that does not affect your 
opinion ? — No, I do not think it docs. 

12.264. Just at the conclusion of that part of your 
evidence dealing with the matters on which you had 
a very corilident opinion, you said that the manner of 
making the token rupee convertible into gold, by 
wbal; stages and under what limitations such con- 
vertibility should be affected, are comparatively 
matters of detail ? — Important matters, but still com- 
parative matters of detail. 

12.265. Are they not so important— certainly 
the limitations under which the convertibility is to 
bo effected — -as really to be tlie gist of the whole 
scheme ? — I do not think so. For instance, it Las 
been suggested that rupees should only be convertible 
if brought in certain quantities, or that they should 
only be convertible in the form of notes of a certain 
amount. That has been suggested as one scheme. 

I dare say other schemes might be suggested. 

12,266 (Sir ' F. Mo wait.) When you say con- 
vertible in the form of noLes, you mean that rupees 
notes should be exchanged for gold ? — That rupee 
notes should be exchanged for gold. 

12.267. (Lord Balfour of Burleigh .) Such ^ a 
limitation as only receiving rupees m certain quantities 
might be desirable for large exporters and for large 
transactions, still, if the time came when there was 
any premium on gold as compared with 15 rupees to 
the sovereign, people would very soon amalgamate 
their hoardings and bring in the required amount ? — 

I think they would if that occurred. 

12.268. So that that limitation of only doing it in 
large quantities would not affect the ultimate liability 
of the Government ? — Ido not think it would. But 
it would offer less ostensible temptation. 

12.269. And in fact, if things were to turn 
adversely to the Indian Government (I only put that 
hypothetically), that would be no protection for them ? 

—I do not think it would* 
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12.270. Have* you formed an opinion at all in your 
own mind, either from reading the evidence or from 
any knowledge elsewhere, as to what would be the 
ultimate possibility or the worst of the liability which 
the Indian Government, more or less by your hypothesis 
supported by the British Government, would under- 
take? — It is impossible to say, but I can see no 
reason to suppose that the rupee, as a rupee, will not 
continue to be useful and valuable to the people of 
India as it is at present. I can see no reason for 
anything in the nature of a debacle.. 

12.271. The rupee will continue to be as useful to 
the people of India as a shilling or half-a-crown is 
for us to-day, perhaps even more necessary, but 
at the same time you might have to lace the con- 
tingency of the people who now hoard rupees, 
wishing to turn a large quantity of them into 
gold. We must admit that a large quantity of rupees 
must always remain in the country as rupees, but 
admitting that, have you ever thought of what 
number of millions of pounds might be demanded 
in gold from the Indian Government? — No; of 
course the ultimate limit is the quantity of rupees 
that there are. 

12.272. The quantity of rupees, having made the 
proper calculation of the number of rupees which 
people cannot get rid of? — That is, to take the quan- 
tity of rupees which there are in hoard, or the quantity 
of rupees which there are in the hanks. Of course 
you must deduct from the whole quantity of rupees 
whatever number of rupees are actually needed for 
circulation. 

12.273. You must take the quantity of rupees which 
there are over and above the necessities of the 
population? — Then you must allow me to say that, 
when you once take these away, you. would increase 
the value of the remaining rupees. 

12.274. No doubt, but you have not gone into 
that at all? — No, I have made no estimate of numbers. 
I doubt the accuracy of any such calculations : I 
doubt their value, if accurate. If all the rupees in 
India, or all the rupees except those absolutely 
required for purposes of circulation, were presented at 
one moment for payment in gold, the demaucl would 
no doubt exceed any possible reserve. The security 
is that no such demand is likely to be made. I should 
no more care to get out the result in figures than I 
should care to get out what the result would be if all 
persons in this country who have money at banks 
■were to insist at one moment on drawing out all their 
money in gold. 

12.275. {Mr. Le Mar chant.) You said just now 
that, if there were a promise on the part of the 
Government of India, supported by the English 
Government, to make the rupee convertible into gold 
at some date, say, three or four years hence, that 
w'ould prevent the rupee in the interval from falling 
below gold point ? — I am inclined to think so. 

12.276. On the other hand, is not the rate of ex- 
change often determined by the. balance of immediate 
payments ?— No doubt that is so; but I think that, if 
people knew that the rupee would, after a certain 
time, be convertible into gold at Is. 4 d., that would 
have a very great effect in maintaining its value in 
the face of adverse circumstances, 

12.277. How would that operate ; would it be by 
inducing the banking world to send capital to India ? 
— I am inclined to think so. I think they would have 
a belief in the future of the rupee. 

12.278. In fact, that it would he profitable to pro- 
vide funds and exchange, quite apart from Government 
action ? — Yes. 

12.279. Do you consider that the introduction of a 
gold currency would lead to a greater demand for gold, 
in order to take the place of rupees?— That is a 
thing which I am not capable of judging, but, as far as 
I can gather from the evidence, it seems that the great 
bulk of the transactions must for a long while be done 
in rupees, and that it will be a long while before there 
is a large use of gold in India compared with the other 


currency. There might be a certain quantity ol‘ gold 
in the banks. 

12.280. Of course, during the last year, while the 
rate of exchange has been about 1.?. 4 d., there has 
not been, so far as one knows, any offering of rupees 
for gold to an exceptional extent. But that has been 
the case while gold is not a currency? — Yes. 

12.281. So that any demand under present circum- 
stances would merely be for gold as a commodity ? — 
For gold as an investment. 

12.282. Do you think that would be changed, if 
gold became a circulating medium ; do you think 
that would introduce a new condition ? — That is 
a question for people who are better acquainted 
with India lhan I am; so much depends on the 
habits of the people of India. So far as I can 
judge from the evidence, they are so accustomed to 
the rupee that, they would be very little likely to 
use gold in the ordinary circulation even when it 
became legal tender. 

12.283. You were alluding to the rate of Is. 4 d., 
as having now prevailed for about a year. Do you 
regard the duration of time as important for enabling 
an inference to be drawn as to the suitability of the 
rate ? — I think the fact that it has lasted a whole year, 
through slack times and through busy times, is very 
much in its favour. 

12.284. And, if the time were longer so that the 
inference could be drawn from a more extended period, 
that would fortify any conclusion ? — Certainly. 

12.285. It has often been suggested that the exist- 
ence of a maximum of 1,?. 4 d., without a corresponding 
minimum, must operate against the reception of gold 
into the Indian Treasuries ? — Yes, because people are 
not certain that they will be able to get their gold 
back again at the same rate, if they want it by and by. 

12.286. Do you consider that the disadvantage 
applies more to the particular rate of is. Ad. than to 
any other rate, or do you view it as a general 
principle ? — As a general principle. 

12.287. {Mr. Holland.) You say that in your view 
the re-opening of the mints to silver is out. of the 
question. Would you contemplate ever re-opening 
them under any circumstances, or do you think that, 
beiug closed, they are closed for good ? — I think I 
told the chairman that I should hesitate to say that 
any opinion I formed was absolutely final, because 
circumstances may change, circumstances which we 
cannot foresee and over which we have no control ; 
but, so far ns I can see at present, and so far as existing 
circumstances may be expected to last, I can see no 
prospect or likelihood of its being desirable to re-open 
the mints to silver. 

12.288. Beferring to the guarantee of convertibility 
by the Government, do you consider it to be the 
proper function of the Government to undertake 
responsibility of ihat kind ? — Certainly. 

32.289. You say that you consider 1.?. Ad. to be 
the best rate, and one of the grounds of considering 
Is . Ad. best, is that it is the rate that obtains just 
now ? — Certainly. 

12.290. But I believe you were in favour of the 
rate of Is. Ad. at a time when the then existing rate 
was much lower than Is. Ad. ? — It was Is. 2f d. or 
something below Is. 3 d. at the time, but it had been 
much above that very shortly before, and the Indian 
Government had proposed to raise it still higher ; of 
course Is. Ad. is arbitrary, but it was thought that that 
was a fair point to take — that the Indian Government 
should have power to raise it to Is. Ad., but should 
not have the power to contract the currency so as to 
raise it beyond Is. Ad. 

12.291. You probably agree that, allowing Is. Ad. 
might be easily maintained when harvests are good, 
the task would become very much more difficult if 
there were to be unfavourable crops? — Of course, if 
the balance of trade is unfavourable, the tendency is 
to lower exchange, but once established there it 
remains, crops or no crops ; it does not depend on the 
crops ; you are not to have a standard varying with 
the amount of your exports or imports. Your object 
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is to get a permanent stable standard. What I 
deprecate above all things is any attempt to manipulate 
currency for the purpose of promoting exports or of 
interfering with trade. We want a stable standard 
of value. 

12.292. You say that in your view it is indispensable 
that a gold reserve should he accumulated. I suppose 
you would agree that, as a matter of fact, not very 
much lias accumulated so far ? — No, I suppose there 
is no accumulation at present, but we hear that a 
certain quantity of gold has gone to India. 

12.293. Do you think that the reason it is so small, 
or one reason, at. any rate, is that only 15 rupees have 
been offered for the sovereign ; do you think that, if 
16 rupees had been offered for the sovereign, there 
would have been a larger accumulation at this time ? 
— That I cannot say, but I Ihink that the veal reason 
why there has not been more, is that there is not an 
inferior as well as a superior limit to the gold value of 
the rupee. 

12.294. (Chairman.') You are not referring now 
to the unknown hoards of gold, of course? — No, I am 
referring to gold available for currency purposes. 

12.295. (Mr. Campbell.) Mr. Le Merchant asked 
you some questions as to the rupee falling below Is. id. 
if the Government guaranteed convertibility within a 
certain time, and you expressed the opinion that it 
would probably not go below Is. Ml. if convertibility 
were guaranteed in that way? — lam inclined to think 
so, 

12,290. But you are aware that the Indian Council 
must sell its bills every year ? — Yes. 

12.297. Then, supposing that the balance of trade 
were such as to prevent the Government selling the 
Council bills except at a lower rate than 1.9. id., would 
not that tend to send the exchange below that point? 
— I suppose that would he so. If the Government 
could not sell their bills at 1,9. 4 d., that would mean 
that the exchange had fallen — of course it would. 

12.298. Then, would you suggest that the Council 
should hold for 1,9. 4 d., or meet the market and sell 
at current rates ? — This is a point for practical men 
rather than for me, but the inclination of my opinion 
would be to keep the currency question totally 
separated from the other financial questions of the 
Government of India. 

12.299. That means tQ sell the council bills at 
whatever rate they could get ? — At whatever rate they 
could get, but at the same time with the duty of 
those who managed the currency department to keep 
exchange at Is. 4 d. 

12.300. How would they do that ? — By making the 
rupee convertible at l,v. 4 d. 

12.301. That would mean borrowing to maintain 
the rate ? — it might mean that. 

12.302. With regard to the gold standard with a 
o*old currency as well, would you consider it one of the 
advantages of a gold currency that, during a time of 
adverse trade balance, that adverse balance could be 
adjusted automatically by the shipment of gold?— 
Yes, I consider that a considerable advantage. 

12.303. It would be an advantage in favour of a 
currency as compared with a mere standard ? — Yes. 

12.304. Then yon object to borrowing, if it could 
be avoided, for the purpose of maintaining the 
standard ?— If it were possible to get the necessary 
reserves without any heroic borrowing I should be 
glad to see it done. 

12.305. But, if it were not possible otherwise, you 
would not hesitate to borrow if it were absolutely 

necessary ?— No. e 

12.306. (Sir F. Mowatt.) For the purpose ot main- 
taining exchange ?—. For the purpose of maintaining 

exchange. , 

12.307. (Mr. Campbell.) Then, having once given 
way and begun to borrow for that purpose, where are 
you to stop ? — It is possible that we may be wrong. 
It is possible that exchange may go down ; it is 
possible in that case that you would have to make 
some change or adopt some heroic remed} r . I do not 
think it is likely, but it is a possibility. 


12.308. It is a very serious possibility ? — It is a 
possibility in this country that the Bank of England 
or the banks may not be able to meet the enormous 
liabilities to which they are subject every day, but it 
is a possibility which we disregard. We have to act 
on probabilities, and to adopt the scheme which has 
most advantages and fewest disadvantages. 

12.309. If this possibility that we are speaking of 
arose from the fact that a wrong ratio had been 
adopted between gold and the rupee, that is a very 
serious question in considering wliat ratio should be 
adopted ? — I do not understand what is meant by a 
wrong ratio. There is no such thing as an absolutely 
right or an absolutely wrong ratio. There is an 
existing ratio which may be either raised or lowered. 
It is an evil either to raise or lower it. It is quite 
as great an evil to lower the ratio as to raise the ratio. 

12.310. With regard to the Lindsay scheme, and 
other schemes for raising the ratio to 1.9. 4d., would 
you say that, if that ratio is a proper ratio, it should 
not require aitificial support to maintain it? — lam 
not quite sure that I understand what you mean by 
artificial support. 

12.31 1. Borrowing ? — Any scheme artificial or not, 
any system of guaranteeing the convertibility of a 
token currency, may mean borrowing at times. I 
understand the Bank of England borrow at times. 

12.312. They borrow at times to raise the discount 
rate you mean ? — Yes. 

12.313. But would you not say that, if a scheme is 
the correct scheme, it should not need artificial support, 
it should work automatically and that, if it requires 
artificial support, that very fact tells against it ? — -Yes, 
but I am not quite certain that I see how the Lindsay 
scheme requires artificial support any more than a gold 
currency would ; because, it’ there was a gold currency 
and the gold currency was all departing, it would be 
necessary for the Indian Government in that case to 
have recourse to some such procedure as borrowing. 

12.314. I mean with the ratio of 1.9. id. Mr. 
Lindsay’s scheme contemplates the establishment and 
maintenance of tiie ratio at Is. 4 d. ? — If you are afraid 
of 1.9. Id. being too high, allow the present state of 
things to go on for two or three years ,* allow the 
currency to contract itself with reference to the 
demand ; and you will make the Is. ML rate more 
secure than it is at present. 

12.315. You admit that the ratio is an important 
part of' the question ? — To fix upon a certain ratio is 
important, but the still more important thing is when 
once you have got a ratio not to change it. 

12.316. Once you have the correct ratio ? — I am 
not quite certain whether you and I are agreed upon 
the fact of there being a correct ratio. 

12.317. What would you take to be the test ? — The 
test of a correct ratio is that trade and prices have 
adapted themselves to the ratio that exists, in other 
words that the currency is equivalent to the demands 
upon it, neither redundant or scarce. 

12.318. The Government adopted, on the recommen- 
dation of Lord Herschell’s Committee, a ratio of Is. Ml, 
but for a long time, as you are aware, the actual fact 
was that the rate of exchange was very much below 
that ? — It was so for special reasons. Lord Herscheli’s 
Committee did not recommend a fixed ratio of Is. ML ; 
they recommended that the Indian Government should 
not have power to contract the currency so as to 
raise the ratio above Is. 4 d. 

12.319. Now, if the mints were closed to silver 
and a ratio named for the reception of gold, do 
you believe that the need for fresh currency would 
make that ratio effective sooner or later ? — Yes, I 
think that it would. I am not sure — you know and I 
do not know — what is happening just now ; but I am 
told that a considerable quantity of gold is going to 
India at this moment. 

12.320. Would you consider that evidence that 
Is. 4 d. is a proper ratio ? — It is evidence in support 
of* the view that it is a proper ratio. 

12,32 L Supposing 1$. 6d. had been fixed upon 
instead of Is. ML, would you say that it would only be 
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lit. lion. 11 question of time until the contraction of tlie currency 
Lord Farrar, made Is. 6d. equally effective ? — Yes, I do ; hut one must 

remember that all lhat period of the contraction of the 

1 March 1899. currency is an evil, and that what you want to do is 
to get as near as you can to the ratio that now exists. 

12.322. The point I want to make is this. Is the 
fact that Is. 4 d. has been arrived at after this long 
period sufficient evidence that it is the proper rate any 
more than 1 s. 6d . would have been ? — The Is. 4 d. is 
nearer to what was then in existence aud is now the 
ratio to which things have adapted themselves. There 
is no divinity in Is. 4 d. 

12.323. Do you remember Mr. Bertram Currie’s 
proposal to leave the ratio unsettled altogether and to 
allow the exchange to rise indefinitely ? — I do. I was 
never able to understand it. 

12.324. You would not approve of that as a proper 
means of finding the ratio? — Certainly not. The 
effect would have been that the currency would have 
contracted indefinitely by waste, by stoppage of supply 
and increase of demand, and the ratio or rate of 
exchange would also have increased indefinitely. 

12.325. But is not naming an artificial ratio which, 
whether right or wrong, the contraction of the currency 
will in time make effective, merely a variation ol 
Mr. Bertram Currie’s proposal ? — You may so describe 
it if you please, but it would be a greater change than 
the change that has been made and an unnecessary 
change, and one which would in its progress cause 
great friction and difficulty. 

12,3 2G. {Chairman.) I suppose an arbitrary Govern- 
ment might fix it at 2s. ? — Certainly. 

12,327. And smash the trade of India almost in 
doing it ?-~Yes. I should like to add one word on the 
expressions “ natural ratio ” or <c correct ratio ” and 


“artificial ratio.” ’When you can manipulate a token 
currency there is, properly speaking, no such thing as 
a natural ” or a “ correct ,J ratio as distinguished from 
an “ artificial ” ratio. The ratio depends on the value 
of the currency; in other words, on the proportion of 
supply of currency to the demand for currency. If you 
diminish the supply by contracting the currency, you 
raise the value and the ratio. If you increase the sup- 
ply, c.q by issuing force* l paper or by allowing a depre- 
ciated metal such as silver or copper to he coined ad 
libitum , you diminish the value and the ratio. Either 
process may be unlimited, and appreciation or depre- 
ciation of the rupee may therefore also be unlimited. 
But, although you may thus alter the ratio indefinitely, 
there is, when a given ratio has existed for some time, 
a certain fixed relation between the currency at that: 
ratio and prices of all kinds, which it is extremely 
undesirable to alter ; and which on the other hand 
ir. is extremely desirable to stereotype. This it 
is now proposed to do by making the currency con- 
vertible in; o gold at 1^*. 4^/. It will then only vary 
automatically with gold. You may, of course, contract 
the currency and make the ratio 1 . 9 . (id. or more ; or 
you may depreciate the currency and make the ratio 
1 . 9 . 3 d. or less. But these ratios will be no more 
“ natural ” than Is. 4 d. ; and to adopt either of them 
at this moment, would have the bad effect of creating 
an unnecessary disturbance in all existing business 
relations. 

Let me add that, if you adopt a ratio of Is. 3d. 
instead of Is. 4 d., you may for the moment find it 
easier to maintain the Is. 3d. ratio. But, when prices 
and business arrangements have once adjusted them- 
selves to the Is. 3d. ratio, it will be just as difficult to 
maintain that ratio in the face of adverse circum- 
stances as to maintain the 1.9. 4r7. ratio. 


The witness withdrew. 


Mr. J. M. 
Macdonald. 


Mr. John Matheson Macdonald called and examined. 


12.328. {Chairman) You are a member of the 
firm of Matheson & Co., of 3, Lombard Street ? — Yes. 

12.329. All your business life has been spent in 
London ? — Yes. 

12.330. But you have been connected during the 
whole of your business life with the Eastern trade ? — 
More or less. 

12.331. You have had special experience, I believe, 
in the Chinese trade ? — Yes ; we have always done a 
large business with China. 

12.332. Shanghai, I suppose? — Yes. 

12.333. Are you familiar with the cotton mill 
industry in China? — I have got up the information 
on the subject as well as I could, and I believe I 
have got pretty accurate information. 

12.334. Is there any serious competition between 
the Indian cotton industry and the Chinese cotton 
industry at the present time ? — The impression I 
have gathered is that the Chinese cotton industry can 
hold its own with Bombay, leaving out entirely the 
question of the advantage of the silver premium on 
rupees ; that is to sav, if Shanghai and Bombay were 
competing on the same currency, I believed China 
would hold its own. Of course, with the enormous 
advantage of the inflated rupee,' I do not think 
Bombay has any chance, except as supplementing the 
production of the Chinese mills. 

12.335. You mean that, irrespective of that ad- 
vantage which China enjoys, if China did not have 
that advantage, she would still be able to compete 
successfully with India? — Yes, I think so. 

12.336. When were the foreign factories first 
started in China ? — The strictly foreign factories have 
only been started in China since the close of the 
Japanese war in 1895. Prior to that they were not 
allowed to import machinery or erect mills. 

12.337. On what ground do you think China can 
favourably compete with India? — Labour is extremely 
cheap. 

12.338. And coal is chenp ? — Yes. 


12.339. B,aw material ? — The raw material is at 
Band. . It is a little higher in cost than the Bombay 
material, but the yarn produced from it fetches a 
higher price. 

12.340. And it is nearer the market ? — Yes. 

12.341. (Sir F. Morcatt) When you say labour is 
cheap, do you mean as conff pared with Indian labour ? 
— -I think so, so far as I can gather. I have not 
wished to exaggerate, and therefore I have taken 
Indian labour at the lowest rate, so far as I could 
ascertain the figures. 

12.342. 1 only wanted to understand whether you 
meant cheap as compared with Indian labour ? — I 
think the very cheapest labour in India is about on 
a parity with the cheap labour in China, hut I think 
in India a larger number of persons at higher rates 
of wages are employed in the mills. 

12.343. (Chairman.) Up to what numbers do they 
make in China now?— Up to 20’s. At this time! 
think they have over 300,000 spindles. At present 
they find yarn is a more profitable production than 
cloths, but they do manufacture certain coarse cloths 
of narrow widths, in imitation of* the Chinese nalive 
make. 

12.344. W here is the yarn woven that they spin ? 
— I he yarn is woven bv the native weavers 

12.345. By hand ? — Yes. 

12.346. Are there many power-looms ? — For 
weaving do you mean ? 

12.347. les? — I do not flunk there are, except in 
the foreign mills. 

# 12,348. The production in China is the produc- 
tion of yarn, the weaving being by hand-Icom chiefly? 
— Yes, chiefly. 

12.349. Have you any idea what is the supply of 
native cotton? — As an indication of the supply, J 
notice that an amount of about 3,000,000 of bales 
passes through the Imperial Maritime Customs. 

12.350. Into China? — Hot into Chirm, hut moving 
in China from one place to another. Of course* an 
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enormous quantity is used locally and never comes 
through the Customs at all. 

12.351. That is China-grown cotton ? — Entirely. 

12.352. Do they import from America ? — A little, 
and they have imported from India, hut that is failing 
off. 

12.353. There is an unlimited supply of labour? — 
Practically uni imited. 

12.354. Both men and women? — Yes, women and 
children are chiefly employed. 

12.355. Do the local yarns pay no duty ? — Not 
within the Shanghai Settlement, but if they go outside 
they arc on the same footing as all other yarns. 

12.356. There are heavy import duties ? — Yes, 
they are the Likin duties, but that applies to all, so 
that I have not gone into that. 

12.357. Is there any competition between India 
and Japan ? — Yes, very much. I think Japan 
follows China. The order I should say is Shanghai 
first, then Japan, then India. 

12.358. That is to say Japan is more favourably 
situated than India? — Yes. 

12.359. And then China ? — China is more favour- 
ably situated than Japan. 

12.300. But trade is more developed in Japan than 
in China? — Yes, they started earlier in Japan. 

12.301. Now, what other manufacture is there in 
which Chinese enterprise and Indian enterprise come 
into competition besides cotton ? — Tea and opium. 

12.362. Is the production of tea in China diminishing 
or increasing ? — Diminishing ; that is to say, the pro- 
duction may not have diminished, but the export to this 
country has diminished enormously. There is still a 
considerable export kept up to America and other 
places. The Americans take mostly green teas and 
Oolongs, and the Indian teas have not yet captured that 
market. Then again, a good deal of China tea goes to 
llussia — the best tea. 

12.363. Wliat about opium ? — Opium, I am quite 
satisfied, is doomed as regard India. The revenue 
has fallen off to half what it was, and the rest will 
certainly follow. 

12.364. The Chinese are growing their own 
opium ? — Yes. 

12.365. The consumption, I suppose, is increasing ? 
— Yes, I should think so. 

12.366. But that increased consumption is supplied 
by native-grown opium ? — Entirely. 

12.367. Then it is practically a question of tea and 
cotton ? — Yes. 

12.368. The tea trade to some extent? — Yes. 

12.369. What have you to say under the heading 
of tea ? — As regards tea, my opinion is that, while 
China tea has the advantage of the exchange to the 
full extent, this is very largely counterbalanced by 
other factors. First of all, there is the export duty. 
That amounts on all tea to about O’ 0 of a penny, and, 
as the bulk of the China tea now exported is of 
extremely low quality, it forms a very heavy per- 
centage. 

12.370. ( Sir F. Mowatt .) The Likin duty does not 
affect cotton? — Yes, it affects cotton, hut only locally. 
The cotton manufacturers in Shanghai are allowed to 
sell within the Settlement, free of duty. It is when 
the stuff gets outside the Settlement, that it is subject 
to duty. Then, the quality of tea has fallen off in 
China. Once any community acquire a taste for 
Indian tea, China tea becomes practically unsaleable. 

12.371. ( Chairman I suppose they have better 
machinery and so on in India than in China? — - 
Whether it is due to that, or to better soil in India, I 
do not know, but Chinese tea is certainly inferior as 
regards strength and pungency to Indian tea. 

12.372. And there is a great decline in the export 
to England of China tea ? — Very great. I remember 
when the export was something like 160,000,000 lbs., 
it is now down to 30,000,000 or 40,000,000. Another 
factor is the local consumption, which, at a price, 
competes with the foreign demand. The effect as 
regards Indian tea is certainly to keep prices at a low 
average, that is, if the price of Indian tea goes up, 
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there will probably he an increased export of China 
tea. There is a certain demand for cheap teas for 
mixing with Indian tea. 

12,373. There is no local demand to any extent in 
India, is there ? — None, and that of course entails the 
necessity on all persons who manufacture tea in India 
to ship it and sell it— to force a sale, in fact, in London. 

.12,374. I suppose, if there was a material rise of 
price in tea, that would be met by an increased shipment 
of cheapen ?— It would, to some extent. 

12.375. Do you think there is any early prospect of 
China tea being grown and manufactured under 
European supervision ?— No, I think not. There have 
been some trials made ; there was a company got up 
at Hankow, and another at Foochow, but I believe 
they are both wound up. 

12.376. What is the experience with reference to 
the Indian industry being affected by the restriction 
of the currency ? — I think there can be no question 
about that. To restrict the currency of any country 
must affect the industries of that country. 

12.377. And do you think there has been a 
restriction of currency in India ? — Yes. 

12.378. On what grounds do you base that 
opinion ?— On the ground of the high rate of interest 
ruling, which was an inevitable consequence of closing 
the mints. 

12.379. That may have been so last year, but it is 
altogether different now ?— But circumstances have 
been very different this year. There has been an 
enormous export this year. 

12.380. Was not there a famine last year ? Yes 

and I think the effects of the famine were exaggerated 
in some respects by the restriction of the currency. 

12.381. Now, what is the standard of value in 
China ? The standard of value in China is silver by 
weight. 

12.382. Have they any coins? — The currency in 
China where they have coins is in the hands of the 
Local Government, but the Chinese Government— the 
Imperial Government — do not recognise any coins. 
If you have to pay duties at the port of Shanghai on 
imports, you are obliged to pay in silver. 

12.383. By weight? — Yes, by the tael. 

12.384. And of a certain quality ? — Yes, I do not 
know what it is, but they will not accept coins of any 
kind, 

12.385. (Sir F. Mowatti) Not by weight ? — They 
will accept coins as silver. Sir Halliday Macartney, 
the Secretary of the British Legation in London, 
informs me that “he considers the currency of China 
“ is the silver Tael. The so-called copper ‘ cash * has 
“ no uniform standard.” Cash are of course largely 
used in retail payments and wages. The wages are 
so small that it is absolutely necessary to employ a 
subsidiary currency. 

12.386. (Chairman.) The local dollars vary in 
weight and quality ? — They do. 

12.387. Mexican dollars are used ? — Mexican 
dollars are used, but they are being supplanted very 
much now by the British dollars. 

12.388. And Japanese yens ? — Japanese yens were 
in use, hut they are now being called in, because at 
the ratio recently fixed by Japan they were worth 
more in Japan than their intrinsic value as silver. 

32.389. Is there any banking in China? — Yes, 
there is a very elaborate native bunking system. 

12.390. And well managed ? — Extremely well 
managed some of it, so much so that the Imperial 
Customs in Shanghai, who will not, as a rule, accept 
anything except sycee in payment of duties, will 
occasionally accept an order on a native bank for the 
delivery of so much silver. 

12.391. Is that the nearest approach they have to 
a paper currency? — No. In some districts, notes 
issued by the native banks are in general circulation. 
They also issue letters of credit which are available all 
over the district and readily encashed. 

12.392. Is one of the great drawbacks to Chinese 
commerce the want of a proper and well-regulated 
currency ?-* — It is an enormous drawback, especially 
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to the lower classes. The question of the local 
exchange and currency arises in every transaction, 
and complicates business. The “cash” in which 
they deal are of various weights, and latterly some 
of them have been very much reduced in size. Then, 
all sorts of disputes arise as to the quality of the silver ; 
at every turn such questions arise, and, of course, the 
money-changer has always an advantage in dealing 
with ignorant coolies and people of that class. The 
question of exchanges in the different districts comes 
in constantly, and must hamper trade. 

12.393. How do you measure the range of prices 
in China ? — X do not quite understand that question* 

12.394. You say. “ The range of prices in China 
a measured in silver seems to have followed the 
« indication given in Sauerbeck’s Tables: namely, 
“ that from 1873 to 1893 silver continued . to be a 
“ fairly steady standard as regards commodities, but 
“ that since then prices of commodities have risen 
u 12 to 15 per cent, measured in silver ” ? — I am 
speaking there of average prices. I have a table here 
which I have taken out of the average prices of 
commodities given in the Chinese Imperial Customs 
Returns : — 


Average Prices of Commodities Exported, in 
Ilarkwan Taels per Picul (133} lbs.). 



1872-76. 

1 1 

j 1877-81. 

1882-86. 

1887-91. 

Black Tea - 

22-56 

1 7 ; 42 

16-20 

17-08 

Green Tea 

26-95 

21*80 

20-57 

18*31 

Brick Tea - 

11-06 

7*80 

6-07 

G-82 

Silk Cocoons - 

88-00 

55-88 

' 55-62 

59-59 

Wool- 

6-81 

6-77 

8-33 

8-46 

Yellow Silk (Hankow) 

153-20 

176-69 

201-81 

195-46 

Raw Cotton (Shang- 

9.23 

9*52 

11-07 

10-36 

hai). 



1*40 

1-44 

Rice (Shanghai) 

1-20 

1*35 

Wheat (Shanghai) - 
Brown Sugar (Swa- 

1*16 

0-97 

1-25 

1-25 

2-38 

2-97 

2-63 

2-38 

tow ?) 




3*85 

White Sugar (Swa- 

4-36 

4-85 

4*10 

tow). 





Bengal 1 Cot- 1 Wghest 

11-15 

11-16 

10-00 

11-02 

ton (Hong k,f vc , t 

6-17 

6*17 

5-06 

6-40 

Kong) -J 






During this period the quotation for bank bills on 
demand fell from 6s. Id. per Shanghai Tael in 1S72 
to 4$. 3-JkA in 1891, and in 1898 it had fallen to 
2s. S\d. ~ Then I have another table which is made 
upon the index-number system by the Consul at 
Shanghai, who is very much interested in this ques- 
tion, which confirms what 1 have already stated. Sir 
Halliday Macartney in his Memorandum says: “I 
“ understand that the prices of all articles of common 
ce consumption and wages have of late years slightly 
“ risen in and around the Treaty Ports, but this rise 
“ bears no proportion to the depreciation in the 
“ exchange value of silver, and is not greater than 
“ might have been accounted for by the effect of 
“ prosperous trade.” 

12.395. Does t( of late years ” mean since the 
depreciation in the value of silver ? — Since 1893. 
Consul Jamieson estimates that there lias been a rise 
of some 14 or 15 per cent. 

12.396. ( Sir A. Dent.) Do Consul Jamieson’s 
figures apply to Shanghai alone or to China generally? 
I suppose it is principally Shanghai. 

12.397. ( Chairman .) Let me read you this extract 
from one of the Consular Reports. “ It has been 
“ stated that, while the price of silver in relation to 
“ gold has been going down, its purchasing power in 
“ China has remained constant. This would only be 
“ true if there had been no alteration in the 
“ exchanges between silver and copper coin, and sup- 
“ posing the value of the latter in relation to other 
“ commodities had remained unchanged. As a 
“ matter of fact there has been a steady rise during 
“ the last few years in the silver price of cash* The 
“ year 1896 has witnessed a further considerable rise 


“ throughout China, attributed partly to scarcity and 
<£ insufficient minting of the coin, so that the tael, 
“ which formerly exchanged for 1,500 cash, will now 
“ only purchase 1,200 or less. Side by side with this 
“ increase in the silver price of cash, there has also 
“ been a marked tendency for the cash itself to depre- 
“ date in regard to commodities in general, so that the 
“ gold-price of Chinese commodities has not fallen to 
“ an extent by any means so great as has been 
“ generally assumed from the decrease in the exchange 
“ value of silver.” Do you agree with that ? — -No, I 
do not fully agree with it. 

12.398. Where do you disagree ? — I think the price 
of cash has not varied so much as is supposed, and 
that, so far as the price of cash has varied, it has done 
so more from the contraction of the currency — by 
scarcity of cash — than from any change in its intrinsic 
value. 

12.399. (Sir F Mowatt). Let me call your attention 
to one single expression. He says : “ The year 
“ 1896 has witnessed a further considerable rise 
“ throughout China.” It is not merely in the neigh- 
bourhood of the ports, but throughout China? — Yes, 
I agree with that. Since 1893 there has been a rise 
in prices of commodities measured in silver. 

12.400. I thought you said only in the neighbour- 
hood of the ports? — That applied to the table of prices 
of exports. 

12.401. (Chairman.) At Shanghai Consul Jamie- 
son gives us a table in which he shows the increase 
in silver prices, from 1887 to 1897, viz., 49 per cent, 
so far as regards rice, 82 per cent, in flour, 66 per 
cent, in eggs, 36 per cent, in pork, 58 per cent, in 
fish, 70 per cent, in vegetables, 75 per cent, in oil, 
43 per cent, in sugar, 55 per cent, in salt, and 50 per 
cent, in house rent. ? — I have not seen that table. 
Latterly there has been a rise. 

12.402. Would that at all show that the cost of pro- 
duction in China is increasing ? — Yes, it is now. 

12.403. Now we will go from China to India. 
First of all, what was your opinion about the closing 
of the mints ? — I disapproved very much of the closing 
of the mints. 

12.404. The mints having been closed, what do you 
say about their now being reopened ? — I should prefer 
their now being reopened. 

12.405. At once ? — Yes, I think at once. 

12.406. You think there would be no disturbance 
of trade ? — There would be a disturbance of trade for 
a time, but I think a change of that sort very soon 
rectifies itself, and it is less detrimental to trade than a 
period of suspense. 

12.407. Has there been much suspense for the last 
12 months ? — There is at present a feeling of suspense. 

12.408. The rate of exchange lias not varied, lias 
it ?— No, hut no one has any confidence in it. It has 
been steady from exceptional circumstances, I consider. 

12.409. Suppose the mints were now open, I 
suppose the rupee would go down to the bullion price 
of the silver that it contains, would it not ?— -The 
value of the rupee would fall to some extent, but I 
think the price of silver would rise also. 

12.410. Are you in favour of a gold standard ? — - 
Of course, one lias to consider the question of a gold 
standard from every point of view, and I see very 
great difficulties in establishing one. I should prefer 
that a silver standard were retained in India, speaking 
as a merchant, because I think it would be more 
conducive to the prosperity of the country. 

12.411. I want you to look at it for the moment 
from the merchant’s point of view. India does a large 
trade with you as a London merchant ? — Yes. 

12.412. The trade that is done with you is on a 
gold basis, is it not ? — I do not know that I would 
say so. 

12,4-13. You do not think that it is ? — I do not 
think so. 

12,414. Do you mean that the gold price is not 
taken into account when you buy and sell ? — Yes, you 
have to do that, but exchange is a factor. 
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12.415. I am coming to that in a moment. I want 
first to get this fact, the gold price is taken into 
account in your trading ? — It is based on the gold 
price certainly. 

12.416. Then that is subject to fluctuations of 
value ? — Yes. 

12.417. That is not a desirable state of things ? — It 
is unavoidable. 

12.418. Many things are unavoidable which are 
not desirable. I want to know whether in your 
opinion it is desirable for a silver-using country 
which does a large tracie with a gold-using country to 
have no par of exchange? — It would be better, of 
course, with a par of exchange. 

12,411). What is your reason for thinking silver a 
better standard than gold ? — It has retained its 
value relatively to commodities up to a recent date 
much better than gold has. The alteration has been 
by tlie appreciation of gold and not by the depre* 
ciation of silver. 

12.4- 20. Personally you would be in favour of 
getting back to open mints and for the exchange to 
depend upon the bullion value of silver ? — Yes, 
and one strong reason for that, I should say, would be 
this; I do not see liow you are ever to have an 
automatic currency unless on that footing. 

12,121. What is the difficulty that presents itself to 
your mind ? — Do you mean with a gold currency ? 

12.422. The difficulty in the way of an automatic 
currency ? — Well, there is a distinct difference between 
an automatic currency and what you may call a managed 
currency. With silver you may have an automatic 
currency which is undoubtedly the most desirable 
from every point of view. With a managed currency 
— of course it can he done, there is a large experience 
in this world of countries that are worked upon a 
managed currency — but the difficulties in the way are 
enormous, and very much greater in the case of an 
English dependency than in the case of any other 
country. 

12.423. I do not think I quite understand what 
you mean when you talk about a managed currency ? 
— By a managed currency I mean one in which the 
Government controls the currency. In an automatic 
currency the Government does not interfere at all. It 
is simply the agent to certify to the fineness and the 
quality and the weight of the coin. 

12.424. What do you call the silver currency of 
this country? — The silver currency of this country is 
a mere token currency. 

12.425. It is a mere token currency, gold being the 
standard ? — Yes. 

12.426. What would be the difficulty of applying 
that to India ? — That is to say, having a gold currency 
in India ? 

12.427. No; a gold standard with a token cur- 
rency ? — One difficulty would be that it is inevitable 
that a very large proportion of the currency in India 
must always be silver. It is very undesirable from 
many points of view, that the token currency should 
bear a high percentage to the gold curreucy. 

12.4- 28. Will you apply that to England ? A con- 
siderable proportion of the currency of this country is 
silver ?— No ; I think it is very small. In the United 
Kingdom the amount of silver per head is estimated 
at 125. Qd. 

12.429. The silver currency of this country is 25 per 
cent, of the gold currency ; it is from 22 to 23 millions 
of silver in circulation among 40 millions of people. 
Of course, all these calculations per head, like a great 
many of the averages, are very delusive, because a 
large number of people use very little silver, they use 
gold, cheques, and bank notes ; but the bulk of the 
people who do use silver use a great deal more than 
125 . M per head?— No doubt. 

12.430. In India the transactions of the bulk of the 
people must remain insilver, which is a token currency? 
— No doubt. 

12.431. You object to its being a token currency, 
and you say it should follow its bullion value. . Is it 
the fact that a large proportion of the transactions of 


the bulk of the population of this country are in silver, 
and that that silver is a token currency, and that the 
effect upon prices and the general user is in no way 
affected by the fact that 20 silver shillings are really 
worth only IO 5 , intrinsically ? — I do not think that is 
so in this country at ail, but I consider the token 
currency in this country is quite different to what the 
token currency iu India would be with a nominally 
gold standard. 

12.432. Because its convertibility is safe ? — And it 
is comparatively small in proportion. Anti again, in 
this country so much business is carried on without 
the intervention of coin at all, whereas in India that is 
not the state of things. 

1 2.433 . W e are not talking about the great mercantile 
houses ; we are now dealing with the great mass of 
the wage- ear niug classes of England and the great 
mass of the wage-earning classes of India?— I do not 
think the coins in the pockets of those people affect 
the question ; it is the standard currency which affects 
trade. 

12.434. Your transactions between London and 
Calcutta are in gold ?— -' They are. 

12.435. Why should not a token currency be as safe 
and good for use within India as it is for England ?— 
If India had no foreign trade it would be perfectly 
good there. 

12.436. It would ? — Yes. 

12.437. It is the foreign trade that you have iu 
view ? — The foreign tracie entirely. The rupee is 
good euough for the internal trade in India, but it is 
absolutely worthless for foreign trade, under existing 
circumstances. 

12.438. You regard it as very important to establish 
confidence ? — Yes. With all currency systems 
confidence is half the battle. 

12.439. If confidence were established with the 
rupee at either I 5 ., or 1 a*. 2 cZ., or I 5 . 4 d., and continuity 
and permanence were secured, you would be satisfied 
with that system? — Yes, but I do not see how 
confidence is to be established by anything but a 
thoroughgoing and sound system of currency. 

12.440. If the public knew that a sovereign would 
command 15 rupees and that 15 rupees would com- 
mand a sovereign, would that establish confidence ? — 
If they had that assurance and could count upon it, 
yes ; but I do not see how they are to get it. 

12.441. You would consider that the British 
Grovernment and the Indian Government might 
ensure it ? — At a very great cost they might. 

12.442. What would the cost be ? You said just 
now that the gold would only be used for exchange 
purposes ? — Yes, chiefly for exchange purposes. 

12.443. Where is the great cost ? — I think that, if the 
present system were continued, it would be absolutely 
essential for the Government of India to establish an 
Indian bank, with the sole object of managing the 
currency; and that the Indian Government would 
practically have to hold the gold reserve of the trade 
of India ; and that, in consequence of so large a pro- 
portion of the currency being in silver, the gold 
reserve necessary to be held by the bank to meet the 
fluctuations would be very large indeed. 

12.444. (Sir F. MowaC) Because of the large- 
amount of business done in silver ? — No, but because 
of the fluctuations of the foreign trade, for the settle- 
ment of the balance of trade. It would be necessary 
to hold a gold reserve which was equal to the drain 
at any one time. As long as the adverse b*ilance was 
against India, the Government would have to see it 
through to establish confidence, and, if there was any 
question about their gold reserve being insufficient, of 
course confidence would be at once broken. 

12.445. (Chairman.) Are you aware that the 

proportion of silver currency in .Great Britain to the 
population and the proportion in India are pretty 
much the same ? — I do not quite follow ; do you mean 
per head ? t 

12.446. I am taking the population os* a whole. 
The population of British India is between six and 
seven times the population of Great Britain. So far 
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12,447. I mention that, or course, only with refer- 
ence to the transactions of the bulk of the people. I 
think you and I are agreed that, so far as large trans- 
actions are concerned, silver lias nothing to do with 
the argument ? — So far as regards international trans- 
actions. 

12.448. That is entirely a question of exchange ? — 
Entirely. 

12.449. And the external trade is conducted on a 
gold basis ? — It is not at present, because gold is not 
available. 

12.450. Your remittances are made in gold 
equivalents? — I should like to illustrate that in 
this way. The system of the exchange banks, for 
instance, is this : They buy bills at one rate and 
sell at another, the difference being their profit. In 
an ordinary way, with a perfectly steady exchange, 
they would be content with that. But suppose, 
for instance, some unexpected event happens, and 
that a bank finds itself having sold a large number 
of bills on London that they are obliged to cover, 
they cannot go into the market and ship gold, as 
they would do, certainly, if there were a gold 
currency ; but they are obliged to go into the market 
and offer inducements for the manufacture of bills on 
London, and the only way in which hills on London 
can be manufactured is to offer the shipper an induce- 
ment to ship produce and draw against it ; and the 
only way in which the bank can induce shippers to 
manufacture bills is to lower the rate of exchange to 
a point at which it becomes profitable to them to ship 
produce and draw bills. 

12.451. But do you know that at this moment 
gold is being sent to India ? — I understand there 
have been some shipments from Australia. 

12.452. Large shipments ? — A million and a quarter, 
or something like that. 

* 12,453. Now, suppose the transaction, instead of 

being between England and India, were between 
England and France ; tlie only element of variation 
in the rate of exchange as between England and 
France, would he whether it was a cheaper thing to 
remit the gold or to buy bills ? — As between England 
and France ? 

12.454. Yes. Now, the exchange between India 
and England is liable to be affected by a third con- 
sideration, namely, the value of silver ? — It is affected 
by the balance of trade, which is measured in the 
exchange. It is not affected by the value of silver 
at present, because the rupee is artificial. 

12.455. It is not at present, but how was it a few 
years ago ? — Now the rupee and silver are entirely 
different things. 

12.456. That is exactly the point I want to get 
you to. Assuming that there was a fixed par of 
exchange between England and India, the only 
difference would be the cost of remission one way or 
the other — the balance of trade so to speak? — Yes, 
the balance of trade. 

12.457. The exchange is stable at this moment ; 
but, suppose it were rendered unstable, would not 
another element be introduced? — The element would 
he introduced that you would have to lower the rate of 
exchange in order to induce exports. 

12.458. Would you not also have the question cf 
the price of silver ? — I think not at present. 

12.459. Then what makes an unstable exchange ? — 
The rate of exchange is simply regulated by the 
balance of trade. 

12.460. By nothing else ? — The exchange is merely 
an indication of the balance of trade. 

12.461. How will you apply that to the remittances 
by the Government of India to this country ? The 
Government of India, as you know, has to pay in 
England a large amount of interest on money borrowed 
in England for the purpose of constructing works in 
India; that has to he paid in London in gold. Now 
what e!ffect has that ?— -That can only be paid by 


shipments of produce from India in excess of imports 
into India, with the addition of this debit balance. 

12.462. You think that taxation is totally unaffected 
by it? — If exchange falls, of course the Government 
would have to pay a larger amount in rupees for the 
equivalent of that debt. 

12.463. And you think the fall or rise of exchange 
depends solely on the amount of the exports ? — 
Entirely. 

12.464. You heard what Lord Farrcr said about 
that this morning ; he did not seem to agree entirely 
in that view ? — 1 should have thought that that was 
a point on which there was hardly a possibility of 
difference of opinion. 

12.465. ( Sir A. Dent.) You spoke of 3 million 
bales of cotton goods having passed through the 
Imperial Customs of China. To what ports do those 
bales go. That is not taken from the Customs returns, 
is it ? — My authority for that is a very valuable report 
compiled by the Blackburn Chamber of Commerce in 
1896. I should gather from the way in which it was 
put that they got the information from the Imperial 
Customs, either from their published returns or 
directly. 

12.466. As far as we had the returns, there is 
nothing like that quantity of cotton returned in the 
Yellow Books as passing through the Imperial 
Customs. If 3 million bales of cotton goods passed 
through the Imperial Maritime Customs, the produc- 
tion of cotton in China must be something most 
gigantic ? — Well, I hesitated to give the opinion of 
the Blackburn Chamber upon that point because they 
add this statement, that 3 million bales had gone 
through the Imperial Customs, and that, “ that was 
probably not more than one-tenth of the production 
of China.”'* 

12.467. Therefore China produces 30 millions? — 
Yes, according to that. Of course with a population 
of something like 300 millions, all of whom are 
practically clothed in cotton garments, one can imagine 
that the product must of necessity be enormous. 

12.468. I asked you the question in order to point 
this out. It does not pass through tlie ordinary 
Maritime Customs returns that we get? — I understood 
that it did. 

12.469. Perhaps you will find that out definitely ? 
— Latterly, since cotton mills were started in Japan, 
the export of cotton to Japan has increased 
enormously. 

12.470. There is nothing like one million bales, I 
fancy ? — Probably not. Then, of course, a great deal 
of this cotton is shipped to various ports to natives, 
for native manufacture. 

12.471. If that report is correct, and that is wlial; 
passes through the Imperial Maritime Customs, it is a 
most alarmiDg thing for the future of India ?* — I will 
try and verify the figures. 

12.472. That is about three times the amount of tlie 
American cotton crop ? — There is a tabulated state- 
ment given showing the quantities at the various 
ports. 

12.473. They appear to have made a ludicrous 
miscalculation. It is really only 300,000 bales ? — I 
thought the figure was startling. 

12.474. Now about tea. I think you said that the 
Likin and export duty amounted to 0*6 of a penny ? — 

It is rather more than that ; it is 2 taels 5 maes. 

12.475. Are you not rather under-estimating that ? — 

It entirely depends on the exchange yon take it at. 

I have taken it at the current exchange. 

12.476. Docs the table that you have put in apply 
to Shanghai, or t;o the Treaty Ports generally, or to 
China as a whole ? — The heading of the table in the 
China Return is “ Average Prices of Commodities 
exported. 55 

1 2.477. From what ports ? — From various ports, and 
they give it in the various articles ; black tea, green 


* Note added by witness . — It appears the 3 million bales 
are the ordinary Chinese hales of 1 picul, or 133 lbs. each, and 
are thus equal to about 1 million American bales. 
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tea, brick tea, silk cocoons, wool, and so on, that is all 
Shanghai. Then, yellow silk, Hankow; raw cotton, 
Shanghai; rice and wheat, Shanghai; brown sugar is 
apparently Swatow ; white sugar the same ; Bengal 
cotton, Hong Kong. 

12.478. The table does give the details?— -Yes. 

12.479. {Mr. Le Marchant.) With regard to the 
Russian demand for tea, I think you mentioned that 
Russia took chiefly Chinese tea ? — Well, it has been 
hitherto Chinese tea. All that is taken from China 
must, of course, be Chinese tea, but latterly there has 
sprung up a considerable trade in Ceylon tea. They 
have had facilities for shipping it by tile steamers 
of tlie Chinese Volunteer Fleet, which go to Odessa, 
or call that way, so that the trade is gradually gaining 
ground there. 

12.480. And it is not necessarily displaced by the 
difference of price ; that is to say, the relative cheap- 
ness of inferior China tea does not necessarily account 
for the increase ? — Of course a great deal of the tea 
that is sent to Russia is very inferior to Indian tea ; 
it is what is called brick tea. 

12.481. Still, there is a preference for high-class 
teas in Russia? — Those portions of the community 
who pay the highest price get the highest class tea ; 
it is very expensive. 

12.482. Looking at the aggregate import of tea 
into Russia, there would be a considerable quantity ? 
— Yes, an increased quantity. 

12.483. Of tea at a good price ? — It depends on what 
you call a good price. They are accustomed to very 
much higher prices than we have in this country, but 
the limit of consumption of high-priced tea is very 
small even in this country. In Russia they have a 
very heavy duty upon tea. 

12.484. But, in spite of that, they take high-priced 
tea ? — Yes. It is a country where they drink a large 
quantity of tea. All the people drink it when they 
have the opportunity. 

12.485. {Mr. Holland.) You told us that since 
1895 ihere had been eight cotton mills erected in 
Shanghai. How many spindles would that represent ? 
— 317,000 spindles, I think. About three of these 
mills were established before 1895 by the Chinese. 

12.486. Are considerable extensions going on now ? 
— No further mills are being added at the present 
time. 

12.487. I hear that some manufacturers in Lan- 
cashire are very much alarmed at the prospect of 
increased competition from China ? — I think that is 
inevitable. 

12.488. You tell us that there are many advantages 
that the Chinese manufacturers have ; amongst them 
being cheap raw material, vicinity of market, and 
cheap labour. Have you considered whether the 
labour, although cheap, is also efficient ? — Most 
efficient. There have been for many years silk 
filature mills in Shanghai, and the superintendent of one 
of them stated that the Chinese women had learned 
in three months to be as efficient as Italian reelers 
would become in a twelvemonth. I am assured on all 
hands that the Chinese themselves have a remarkable 
facility for any work of that kind. 

12.489. {Chairman.) Better than Indian workers ? 
— That I cannot say. 

12.490. {Mr. Holland) You say that you “ have 
“ been much impressed by the heavy tax imposed on 
“ the community, and especially the lower classes, 
“ by the absence of a proper and well regulated 
“ Government currency.” Do you think the heaviness 
of that tax discounts to any extent their advantages ? — 
I do not think it applies very much in Shanghai or to the 
foreign trade, it is more in" the country districts. 

12.491. You told us you are in favour of the 
reopening of the miuts to silver ? — I am. 

12.492. Have you anything to say with regard to 
an international agreement? Would you reopen the 
mints quite apart froni any international agreement ? 
— I look upon an international agreement as almost 
impossible at present. I certainly would have been 
in favour of it. I have been a bimetallist for 30 


years, and I think a great opportunity was lost when 
the question first come up. 

12.493. {Mr. Campbell.) You mentioned that the 
China mills are not yet in full swing, although they 
were established in 1895 ?— They started in’ 1895; 
they began operations about the end of 1896; in 1897 
they paid fairly ; in 1898 the Japanese mills and the 
Bombay mills apparently had a falling off in the 
demand, and enormous shipments were made to 
Shanghai, and for a time the market was completely 
glutted ; but I see that latterly they have again in 
some cases resumed working day and night, which 
they had been doing before. I also notice that one of 
the mills has recently sold its whole production for 
four months of this year in advance. 

12.494. Then the Shanghai mills are in a prosperous 
condition at present? — I cannot say that. Last year 
they barely paid their way, but I should think it 
is only a matter of time. Of course they are not 
thoroughly organised as yet. Their labour is not 
perfect; and I dare sav they do not understand the 
management of a mill very thoroughly. 

12.495. They chiefly manufacture coarse cotton 
yarns ? — Up to 20’s. 

12.496. And that class of goods chiefly competes 
with Indian products ? — Yes. 

12.497. So that China competes directly with India 
rather than with Lancashire ? —Yes. The Lancashire 
coarse cotton yarns have been killed off a long time 
ago by Indian spinuings. 

12.498. Is the production oi: cotton in China 
increasing ? — As regards the production of cotton, 
when Indian yarn first began to be shipped in large 
quantities to China, the price of cotton fell, owing to 
the weavers buying Indian yarn to manufacture their 
cloth, instead of cotton, and for some time there was a 
tendency to decrease. Latterly, since the mills were 
set up in Japan and Shanghai, the tendency has been 
to increase. 

12.499. {Chairman.) At any rate we have got this 
from you that there is an effective competition 
between China and India? — That is so. 

12.500. {Mr. Campbell.) Is the production of 
cotton in China capable of great expansion ? — I think 
so. The valley of the Yangtse is very much like the 
valley of the Ganges ; for 600 or 800 miles up you 
can grow cotton. 

12.501. You say you are of opinion that these 
Chinese factories will compete on favourable terms 
with India, apart from the question of exchange 
altogether ? — I think so. 

12.502. Do you consider that the fall in the dullar 
and tael exchange, since the ludian mints were closed, 
gives the China mills a further advantage in competing 
with the Indian mills ?— ' Undoubtedly. 

12.503. If a shipper of goods to China could 
formerly get his proceeds remitted at about 300 taels, 
and can now only get 199, he must get about 30 per 
cent, more in order to give him the same return ? — 
Yes. 

12.504. Have you any record of the prices in China 
in 1893, as compared with what they are now ? — I 
have found great difficulty in getting the prices 
latterly ; they are only tabulated at intervals. I have 
them up to 1895 in a Consular Return. 

12.505. And there are import duties ? — Yes. 

12.506. Do you know what they are ?— I have not 
gone carefully into that, because they would apply to 
all imports equally. 

12.507. Yes, but if Bombay produce has to pay 
an import duty, that gives China a still furl her 
advantage, does it not?— No. Chinese manufactures 
have to pay the same import duty outside the Settle- 
ments. 

12.508. But Indian goods have to pay an import 
duty before they get to Shanghai, have they not?— 
No, they have to pay an import duty when they reach 
Shanghai. 

12.509. Whereas the Shanghai manufacturers pay 

no excise ?— Yes, they do. # 

12.510. They pay an excise in Shanghai? — Yes. 
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12.512. But the foreign goods pay that also, and 
the foreign goods are subjected to an import duty 
before they leave the Settlement ? — The foreign goods 
are subjected to an import duty whenever they reach 
China ; the others are equally subjected to an import 
duty the moment they get out of the Settlement. 

12.513. ( Chairman.) Cotton goods made in Shanghai 
are in just the same position as the cotton goods from 
Bombay ; that is, they have to pay the Customs duty ? 
— That is so. You may put it in this way ; that the 
one pays an export duty and the other an import 
duty in going out of Shanghai. 

12.514. (Mr, Campbell .) But they both pay the 
import duty on going out of Shanghai ? — Oh no ! If 
you are right that would be an additional advantage, 
but I do not understand that that is so. 

12.515. Now, you referred to opium, and you said 
you considered that opium is doomed ? — I look upon 
it as doomed. 

12.516. Why? — Because the advantage of the 
exchange is so great in China. The cultivation in 
China is extending enormously, and the Chinese 
Government get an equal revenue from the native- 
grown opium to wliat they formerly got. 

12.517. You attach considerable importance to the 
question of the exchange in regard to the extinction 
of the opium trade ? — Yes. I think probably the 
opium trade might have gradually died out in course 
of years, without any disadvantage in exchange, but 
when the mints were closed, of course that settled it. 

12.518. You said you considered silver the most 
suitable currency for India ? — Yes. I think it is an 
absolute necessity to a very large extcut. 


12.519. You object to a managed currency ? — I do. 

12.520. But, if gold were to go into the Indian 
Currency Department by ordinary trade influences 
without the intervention of Government at all, would 
you call that a managed currency? — With a debtor 
country I can hardly imagine gold going into and 
remaining there to such an extent as to supply the 
wants of the country for foreign trade. 

12.521. Gold does go in to a very large extent? — 
l 7 es, at present. 

12.522. Suppose gold were to go in under a proper 
system and with a proper ratio, it would not be in any 
sense a managed currency ? — No, it would not be ; 
that is to say, so far as that special item of it went, it 
would not. 

12.523. Then, as regards the effect of exchange on 
trade, as to which Lord Farrer expressed certain views, 
what is your opinion as to the effect of a high or low 
exchange in checking or promoting a trade balance? — 
The effect of a high or low exchange is either to 
stimulate imports or check exports. A low exchange 
stimulates exports and checks imports ; a high exchange 
checks exports and stimulates imports. 

12.524. For example, if the Secretary of State has 
to draw 17 millions of Council Bills in the year, is it 
not natural that he would have to accept a lower rate 
than if he had only to draw 10 millions ? — Certainly, 
other things being equal. 

12.525. His drawing 17 millions instead of 10 millions 
means that India has to send away seven millions more 
of surplus exports than she would need to do in the 
other case ? — Yes. 

1 2.526. And the lower rate, by it3 action on rupee 
prices, is what commands the additional seven millions 
of exports ? — That is so. 


The witness withdrew. 


Adjourned. 
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Major Leonard Darwin, called and examined. 


12.527. (Chairman.') You were formerly M.P. for 
the Lichfield Division of Staffordshire ? — Yes. 

12.528. Have you been in India ? — No, I have 
not been in India. 

12.529. We know that you have made a study 
of the currency question? — Yes; I have written on 
bimetallism, and I came to the conclusion that 
bimetallism would be the best currency system 
under certain conditions, but I do not think that those 
conditions are at all likely to be fulfilled for some 
time to come. Moreover, I do not see any greater 
difficulty in introducing bimetallism after a gold stan- 
dard has been adopted than before, and therefore my 
preference for bimetallism would not lead me in any 
way to oppose the adoption of a gold standard in 
India. 


12.530. You consider that we can discuss the 
Indian currency question outside bimetallism alto- 
gether ? — I think so. 

12.531. You have written also a work upon the 
Indian currency question ? — I wrote a short pamphlet, 
the main object of which was to show that the re- 
opening of the mint to silver would be the worst 
possible course that could be adopted. The reasons 
for that view have been so fully stated that, perhaps, 
there is no need that I should repeat them. 

12.532. We should like to have them from you 
shortly. First of all you were of opinion that it 
would be an unwise thing to reopen the mints ? — 
Yes. 

12.533. Will you tell us why ? — My main 
reason is that it would at once reintroduce all the 
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evils of a shifting rate of exchange. I feel sure 
myself that the relative value of gold and silver will not 
remain stationary ; sometimes you will have a falling 
exchange ; sometimes you will have a rising exchange ; 
you will never get fixity. Although it is possible that 
the evils of a fluctuating exchange have been exagge- 
rated, yet I think they are very real and ought to be 
avoided if possible. That is my main reason. A second 
reason is that each one of the schemes for opening the 
mints to silver, if discussed in detail, shows its own 
separate disadvantage. You would have to discuss each 
separate scheme in detail in order to show the full 
objections to them. 

12 534. No scheme has been proposed which to 
vour mind would be free from vital objection ? — That 
is so. 

12 535. Are you in favour of the introduction of 
a gold standard into India ? — Yes ; I think that the 
present monopoly rupee system is decidedly objection- 
able, and I look upon a gold standard as the only 
alternative before us practically. 

12,536. Do you accompany that opinion with a 
further opinion as to whether that gold standard 
should be accompanied or not with a gold currency ? 
— I am coming to that point later. 

12 537. Now, have you formed any opinion as to 
the rate of exchange ? — Of course that is the very 
first point to be settled in dealing with a gold 
currency. I am in favour of a 1<9. 4:d» rate of 
exchange. 

12 538. “Why ? — It is the rate in the market at the 
present moment — at least approximately the rate, and 
to introduce a Is. 4 d. exchange would cause the 
minimum of disturbance. In the second place, 
although I believe it is true that the Government are 
not definitely pledged to that rate, yet it is, I think, 
the only rate that has been mentioned in despatches 
since 1893, and therefore the public have come to 
regard it as the rate which the Indian Government 
are prepared, and intend, to adopt. I think it is 
almost certain that a large number of contracts have 
been entered into in the belief that that rate will be 
maintained. Therefore, unless there is some strong 
argument in favour of another rate, I think that rate 
ought to be adopted. 

12,539. Do you think there would be any effect on 
trade’ if a lower rate or a higher rate were adopted ? — 
I do not think there would be any balance of gain or loss 
to the community at large by adopting another rate of 
exchange, but I think that different classes would gain. 
Perhaps I could illustrate it in this way. The rate 
of exchange is the ratio of the purchasing power of 
gold to the purchasing power of the rupee. Well, 
the Government cannot affect the purchasing power 
of o-olcl. All they can do is to affect the purchasing 
power of the rupee. If, for instance, they determined 
to introduce a Is. 2d. rate of exchange, they would 
have to increase the currency and, by increasing the 
currency, reduce the purchasing power of the rupee. 
Of course the exchange is the relative price in 
rupees and gold of the goods which either do or can 
pass backwards or forwards between the two coun- 
tries concerned, and, if the Government altered the 
rate of exchange from \s.4d. to Is. 2d, they would 
increase the prices in rupees of those goods in that 

Pr i2°540 B You mean in the foreign trade ?— Yes, the 
goods in the foreign trade. As to the other goods, the 
increase in the number of rupees would affect their 
prices also. It does not follow that it would 
affect them in the same proportion, but their prices 
would be affected. Therefore, the increase m the 
number of rupees would cause a general rise m prices. 
It is a well-known fact that, when prices rise from 
causes of this sort, wages do not rise equally quickly. 
Therefore, you would have, from an increase m the 
currency, a rise of prices not at first accom- 
panied by an equivalent rise in wages. Everybody 
who has had anything to do with manufacture knows 
that that is a very happy state of things for the 
manufacturer ; he is certain to have his profits 


increased. Therefore I look upon it — it is no use 
blinking the fact — that lowering the rupee would 
stimulate production. Manufacturers see this, hut I 
do not think they see the cause of it. I think the 
cause of it would be exactly similar to putting a tax 
on wages and salaries and fixed payments, and handing 
the proceeds of that tax directly into the pockets of 
producers and manufacturers. I believe that would 
stimulate trade, but, if it was seen that that was the 
real operation, no one would demand it. And I may 
add this, that it is not only those concerned in 
trade who would be affected in that way, hut every 
Government employe and every man gaining his 
wages in any way would be affected. 

12.541. If the raising of prices stimulated produc- 
tion would it also stimulate consumption ? — I think it 
is very doubtful whether it would or not. 

12.542. An increase in production without an 
increase in consumption does not benefit trade ? — 
Y es ; such a state of things is certain to lead to a 
reaction. The beneficial and the harm tul results are 
only temporary. 

12.543. Take the case of the tea trade. High 
prices caused over-production ? — Yes, I think they 
did, and then there was a reaction. 

12.544. Then your reason for adopting this rate is 
purely one of expediency ? — Purely one of expediency. 

12.545. No principle in it whatever? — No; Ido 
not think you can say that there is any natural rate of 
exchange between the monopoly rupee and gold. 

12.546. Unless you adopted the bullion value of 
silver ? — Just so, but take any value between the 
bullion value of silver and 1.?. 4 d., and I do not think 
any rate of exchange can claim any special advantage. 

12.547. Assuming the rate to be what you suggest, 
how would you introduce the gold standard? — I think 
that, if no steps be taken, it is quite certain that a gold 
standard will be automatically established in time. 
Therefore, there are two policies between which 
the choice lies ; one is what I may call the policy 
of drift and letting the gold standard establish 
itself by the process of time, and the other is the 
policy of taking active steps to introduce it at once. 
Those are the two alternatives. But, even if the 
policy of drift is adopted generally speaking, then 
some steps should certainly he taken even under that 
alternative. 

12.548. You mean by “ drift ” going on as we are ? 
— Yes, or very nearly so. 

12.549. That is with the present closing of the 
mints to silver ? — Yes. 

12.550. And going as we have been going on for 
the last four or five years ? — Yes, but I should like to 
make some alteration even if broadly that policy were 
adopted. If you look merely to the results of the 
different possible policies, then I have no hesitation in 
saying that more active steps should be taken at once ; 
but then this is very largely a political question. If 
any scheme too new, novel, or bold were proposed, the 
whole plan might be wrecked. Now, I feel that this 
Committee is in a better position, if I may say so, than 
any other body to judge of the opposition which will 
be aroused by any scheme. But perhaps I may make 
this one remark. I think it is very probable that the 
Government will whittle down any proposal made by 
this Committee, and it is possible that the House of 
Commons may whittle down any proposal made by 
the Government. Therefore, it seems to me right to 
say both what is the best system that can be adopted, 
and also the concessions that might be made to meet 
the apprehensions of the public. 

12.551. Will you state what you think would be 
the best system ? — I would like to answer that question 
under two headings. First, the changes that I should 
make if what I call the policy of drift were adopted. 
The first thing to consider is the ebb and § flow of 
the currency which is necessary to establish an 
even rate of exchange. You must have a proportion 
of the currency ebbing and flowing in order to 
maintain an even rate of exchange. If the gold flows 
out to India, as it is doing, I understand, at the present 
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moment, and if that gold passes into the currency of 
India, that undoubtedly will make a fluid margin 
which will be capable of oscillating backwards and 
forwards, and creating a stable rate of exchange. But, 
supposing that gold going out to India is used for the 
purchase of rupees, I take it that the gold will then 
pass into the Government reserves. I do not see 
what is to bring back that gold to England if there 
is an adverse international balance. If you trust to 
the policy of drift, then you are establishing a system 
by which you perpetually keep filling up the 
currency to the full that it is capable of holding, but 
you are supplying no means for certainly bringing 
down that currency to its old volume. In order that 
that result should be obtained you must make the 
reserve completely fluid. That is the essential thing. 

12, ,352. The reserve of gold ? — You must keep 
the reserve of gold, which is to help to keep the 
exchange steady, in a fluid condition. 

12.553. (Sir F. Mowatt .) When you say “fluid,” do 
you mean that it should pass into the currency ? — No, 
I mean that it should be capable of flowing backwards 
and forwards between India and those countries which 
are trading with India and with which there is a 
balance of trade to be adjusted. That is what I 
mean. 

12.554. ( Chairman .) You mean that not only 
should the gold go into India as vve are now assured 


it is doing, but that it should also flow out r — Yes, 
that is the essential thing. 

12.555. And the ebb and flow would create the true 
level ? — Quite so, and I do not feel sure that under 
the existing system it will flow out again readily 
because it may get caught in the Government reserves. 
The best expedient to adopt is, I suggest, to give the 
public the right of buying that gold. Of course, if 
the Government themselves shipped home their gold, 
and at the same time filled up their reserves with silver 
rupees and currency notes, then the Government might 
keep a stable rate of exchange ; but I do not like 
trusting to the Government, and I should like to make 
the system automatic by giving the public the right of 
buying any gold that has accumulated in the 
Government reserves. 

12.556. Is not that another way of putting the 
convertibility of the rupee ? — It is not quite the same 
thing. 

12.557. It is not quite ; but it is a long way towards 
it ? — Yes, it is going very much in that direction, but 
it is a limited convertibility because it ’would only act 
in so far as gold had accumulated. 

12.558. That is to the extent of the gold that would 
be available for the purpose ? — Yes. 

12.559. I do not want to interrupt you, but you are 
not overlooking, are you, that the Government has to 
make payments to the extent of something like 
17,000,000/. of gold every year in London ? — l am not 
overlooking that fact. That I should prefer to be 
carried on very much in the same way as at present. 

12.560. Now, will you go on to explain that in your 
own way ? Have you any other suggestion to make 

with reference to what you call the policy of drift ? 

I should like to avoid having a gold currency in 
India. 

12.561. Is that part of the policy of drift? — Yes. 
Even if the policy of drift is adopted, I should like to 
avoid having a gold currency in India, although I 
admit that it is a matter of quite secondary importance. 
If you had no gold currency in India, the gold 
which reaches India all flowing into the reserve, it 
would be far easier to keep a watch on that reserve 
and to tell when it was running dangerously low; 
and, when it was running dangerously low, steps might 
be taken to increase it. That is one reason why I 
would prefer a gold reserve rather than a gold cur- 
rency. Another reason is that paper is less likely 
to be boarded than gold. As I have not been in 
India, I can only speak with diffidence on this matter 
but I suppose there is a risk of hoarding, and I would 
rather avoid it if possible. Lastly, J think gold in a 
reserve can be made more readily available for 


flowing abroad than if it is in currency. If the 
gold is in currency, up country for example, then it 
might require a considerable change in the rate of 
exchange before all that gold was dragged out of the 
curiency. If the gold was held in a reserve, ami if 
there was a considerable amount of money which 
might be exchanged for that gold, all that. <mld 
would at once be available to flow abroad in response 
to any change in the balance of trade. Therefore 
gold in reserve is always more ivadilv available |' OI . 
international purposes than gold flowing about in the 
currency. 1 mean to say that .1 would have <mld 
held in reserve and the certificates, which might he 
exchanged for that gold, would flow about, the 
country. 

12.562. You mean paper notes ? — Taper notes. 

12.563. A paper currency ? — A paper currency. 

12.564. With gold at its hack ? — Quite so. 

12.565. (Sir K MowufL) When you say the public 

should have the right of purchasing the gold from the 
Government reserves, do you mean purchasing it hy 
notes ? — Purchasing it with silver rupees or currency 
notes. J 

12.566. With silver rupees ? — Yes ; if the policy of 
drift is adopted 1 should prefer to have that. 

12.567. (Chairman.) Those are the suggestions 
that you make as to the policy of drift/ Now 
supposing the policy of drift is not adopted, and that 
the Government should be of opinion that it was 
desirable to proceed with vigour, how would vou 
suggest the introduction of a gold standard ?— If y 0U 
desire to take immediate action, which l think it is 
right should be done, then still I should like to take 
these steps to prevent gold becoming current. But 
that is not the most important point. The most 
important point is still this contraction and expansion 
of the cunency, which I do not think will he efliciout.lv 
provided for under the policy of drift. 1 should like to 
see the Government sell notes for gold at the rate of 
Ls*. id. I would not put the Government under the 
compulsion of selling silver rupees for l.v. \d, y because 
I would much sooner have the currency consist more 
of paper and less of silver, although it is Of the greatest 
possible importance that there should be. sufficient 
silver in circulation. That of course gives the 
expansion of the currency. Then with regard to 
the contraction of tho currency. I should like to make 
the Government undertake to convert, nil the existing 
currency notes into gold on demand. If that was 
ielt to be too rapid a change to be made all at once, 
then m the first instance only a proportion of them 
might be made convertible into gold. I would like 
to make these notes convertible into gold in London, 
but that is a point of secondary importance. Tho 
reasons why I should like to make tho notes con- 
vertible into gold in London are those which have 
been very fully stated by Mr. Lindsay, and I do not 
propose to repeat them. There is one point I should 
like to emphasize. I take it that one of the great 
objects to be attained in any currency reform in 
India is to get a greater elasticity of the currency. 
Now, 1 think that you will get a greater elasticity 

0 le currency it you make conversion in London, 
lo make the currency more elastic in times of stress, 

1 is, l think, necessary judiciously to allow the 
amount of notes against a given volume of gold 
to be increased. The amount of notes against a 
volume of gold must be increased in times of stress, 

tblnk _ thafc , would be more possible to 

do that if the gold were held in London than 
it the gold were held in India . Your gold reserve 
m India will at first be small, and, when it is 
running low, greater apprehension will bo fell; if it is 
held m India than if it wore held in London. That 
“ one * *7 Jasons for wishing to have the 
convertibility m London, because I think you will 
get greater elasticity. J 

12, 56 8 . Does not that practically amount to this, 

your convertibity is to be confined to exchange 

° r S ? T rbat WOuld be the result aisled at. I 
vould, m fact, propose something in the nature of Mr. 
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Lindsay’s proposals, with modifications. The great ob- 
jection that has been taken to Mr. Lindsay’s proposals 
is that they appear artificial. I do not think that the 
criticism is well founded. If gold is handed in to 
the bank in Loudon, and notes are handed out at 
another counter, nobody calls that an artificial 
transaction, and I think nobody calls it Government 
interference even if it is done at a State bank. I do 
not see how it makes the system any more artificial 
if you separate the two counters, the one at which the 
gold is handed in, and the other at which the note is 
handed out. I do not see that it makes the system 
any more artificial, even if you place the counter at 
which the notes are h anded out as far away as India. My 
proposal simply would be that sovereigns might be 
handed in in England and the corresponding notes 
would be handed out in India. That would be the 
way in which the currency would be swollen. The 
circulation would be contracted by the note being 
handed in again in India, and the gold handed out in 
England. Then as to the question of the margins 
said to be necessary to give a certain play to the rate 
of exchange. If I may just allude to Lord Farrer’s 
evidence given before this Committee yesterday, 
his Lordship thought it was necessary to have 
margins. That is a very complicated point, but 
I have thought over it carefully, and I see no advantage 
in having two margins as proposed by Mr. Lindsay. 

12.569. What have you to say about xhe con- 
vertibility of the rupee? — I think, if we consider 
the question of the convertibility of the rupee we are 
on the horns of a dilemma. We must make them either 
convertible or not convertible, and there are objections 
to both plans. If you do not make them convertible 
into gold, there is a chance of the convertible 
notes going to a premium. I do not think there is 
any tl leoretical reason why they should do so, but 
the want of confidence in the inconvertible rupee 
might possibly have the effect of driving the con- 
vertible note to a premium, which would be 
objectionable. But 0 there are other reasons, a7id 
perhaps stronger reasons why I should like to make 
the whole currency convertible. 

12.570. What are they ? — The first of these 
reasons is that it would reduce to a minimum the 
amount of gold necessary to maintain a stable rate of 
exchange, if all the money in the currency was 
available for conversion. For instance, if gold notes 
were hoarded, and if gold were set apart specially for 
the redemption of those gold notes in hoards, that 
gold would be for the time being quite useless for the 
purpose of adjusting the balance of trade. Gold notes 
may be locked up for a time without being actually 
hoarded. If all the gold were readily available for 
exchange operations, a small reserve would suffice to 
check oscillations in the exchange, and, if the gold 
can be bought with all the currency, then it would 
all be quickly available. There is another reason 
why I should like to make all the currency convertible. 
If you have a large mass of inconvertible currency, silver 
rupees or currency notes, you always run the risk of 
filling up the currency too full. The Government 
will always be under the obligation of seeing that they 
are not forcing too many silver rupees or too many 
currency notes into circulation. If they do that, they 
must inevitably drive the whole gold out. If you 
apply the safety valve of convertibilitjq the Government 
will at once have warning if they are filling up the 
currency too full with silver rupees and currency 
notes, and, therefore, in my opinion there would be an 
element of safety in making this complete convertibility. 

12.571. (Sir F. Mvivatt.) And you would take any 
premium on gold or notes as a proof that the silver 
currency was becoming too ample ? — The proof would 
be, I think, that the silver rupees would be presented for 
exchange for gold ; they would come in rapidly for 
exchange, and the excessive issue would show itself 
in that way. 

12.572. (Chairman.) But would you make all the 
silver rupees convertible at once ? — I should like to do 
so. . 
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12.573. Would it not require a large quantity 
of gold ?— I do not myself think it would. 

12.574. Will you just tell us what your views are 
upon that point ? — Each rupee, as it flows out of the 
currency, provided it is not replaced by a gold 
coin, must diminish the number of rupees in cir- 
culation ; and when the rupees in circulation diminish, 
their value increases, because the demand remains 
the same. The value of these rupees must in- 
evitably rise as the coins flow out of circulation. 
You would therefore come, and come, as I think, 
very quickly, to the point where it would cease to 
be profitable to exchange rupees for gold. If the 
gold does not flow into circulation to replace the 
silver rupees flowing out of it, there is an absolutely 
definite limit beyond which no rupees will be presented 
for conversion. 

12.575. It excludes tbe possibility of money coming 
in from hoards ? — That is, of course, one of the 
dangers that have to be considered ; but I think the 
point to be considered with regard to convertibility, 
to which sufficient consideration has not yet been given 
is that, if you are to make rupees convertible into 
gold, it is absolutely essential, that the gold itself 
shall not flow into circulation to replace the silver 
rupees. If gold flows into circulation to replace the 
silver rupees, then you may have a very considerable 
amount of silver rupees flowing out and demanding 
conversion into gold, and the liability may then 
become very great. 

12.576. What shape is the conversion to assume? 
Take this illustration : — I have got 15 rupees, and I 
go to the Indian Treasury with my 15 rupees; am I 
to receive a sovereign for them ? — I should prefer, as 
I said before, having the conversion in England; but, 
if you assume the conversion is to be in India, that 
would be the form. 

12.577. Now, that sovereign coming out, does it not 
go into circulation ? — I should endeavour to prevent 
the gold getting into circulation by, in the first place* 
preventing it from being received at any State institu- 
tion- 

12.578. You would not make it legal tender? — I 
would not make it legal tender, and 1 would go 
further ; I would prevent it from being received, as I 
understand it is at present, in payment of taxes. I 
would abolish that law. 

12.579. That is, you would not give 15 rupees for 
the sovereign? — I w r ould give 15 rupees for the 
sovereign, but I would not allow any tax collector to 
receive that sovereign, and I would prevent it being 
received at any railway ; and I would prevent it 
becoming legal tender. And I would take one more 
precaution in order to make gold flow out of circula- 
tion more readily than silver rupees. The Government 
would sell currency notes for silver rupees ; they 
would be bound to do that ; but they would have 
the option of charging £ per cent, when silver rupees 
were presented in demand for notes. This option 
should only be used if gold is entering into the 
currency. 

12.580. (Mr. Campbell .) Do } r ou mean gold notes ? 
— Yes, I would only have one class of notes. 

12.581. (Sir F. Mowatt.) The note would be 
changeable for a sovereign, would it not ? — Yes. 

12.582. So that the two transactions would amount, 
to this, that the person bringing the 15 rupees would 
buy a 11. note, and he would then buy 11. with his 
1/. note ? — Just so, hut in the first of those trans- 
actions I would give the Government the right to 
charge ^ per cent, premium if silver rupees were 
presented, the object being to make gold flow 
out of circulation more readily than silver rupees, 

I think in that way you would make it quite certain 
that gold would flow out of the circulation more 
quickly than the silver rupees, and that is all that is ' 
required in order to make complete convertibility a 
safe proposal. 

12.583. (Chairman.) Then do I quite understand 
your >scheme to be this, that the currency in India 

\ F f 

\ 


Major 

Leonard 

Darwin. 

2 March 1899. 



226 


INDIAN CURRENCY COMMITTEE : 


Major 
Leonard 
Darwin . 

2 March 1899. 


would remain as it is now, mainly rupee currency 
supplemented with convertible gold notes ? — Yes. 

12.584. That there would be no gold coin in 
circulation at all? — Yes. 

12.585. But that, if anybody wished to have gold 
for his rupees, the first step would be to have a note, 
and the second step would be to turn that note into 
gold ? — Yes. 

12.586. But that note would be turned into cur- 
rency, into sovereigns ? — Into sovereigns, but it would 
not be turned into sovereigns in India. 

12.587. It would be turned into bullion, the bullion 
assuming the shape of a sovereign which would require 
to be exported ? — If you have the conversion in India. 
But I should prefer to have it in London. I have 
written out my scheme here. 

12.588. Will you just read it to us ? — Before I read 
it I should like to say this : As I have said, this is very 
largely a question of policy. The essential features, 
and this I want to put very strongly, are that the 
rupee should be at Is. 4 d., and that a portion of the 
currency should be convertible into gold. Those to 
my mind are the really essential things, and I would 
give up everything else rather than sacrifice those. 
Thus the parts of the scheme which I would give up 
rather than sacrifice those essential things are, first, 
the convertibility in London, and, secondly, the con- 
vertibility of silver rupees. I should give up those 
with great regret, because I feel sure that they are 
right. 

12.589. (Lord Balfour of Burleigh.) You mean 
those are the things you would establish ? — I would 
give them up for tear of wrecking the whole scheme 
if that would be the probable result of endeavouring 
to carry out these proposals in tlieir entirety. I 
said that the matter is largely a question of policy, 
and you might have to give up what was theoretically 
right in order to carry your proposal. I would give 
up first of all the convertibility in London and secondly 
the convertibility of silver rupees rather than run 
any chance of wrecking the whole scheme. 

12.590. (Sir j F. Mowatt.) Before you read your 
scheme let me ask you this : Taking your converti- 
bility in London, what would happen to a man in India 
who wanted to convert say 15,000 rupees ? How 
would he proceed to convert them through London ? — 
Are they i n notes ? 

12.591. No, I will take it in rupees? — He would 
first exchange those for notes. The Government 
would have the option of charging | percent, premium, 
and then be would transmit those to England through 
a Government office. When they reached England 
they would be convertible into gold. 

12.592. (Chairman.) That is really Mr. Lindsay’s 
scheme? — Yes, I have said so. There is one other 
point I would mention. There is another way of 
meeting the objections that are raised to any scheme 
of this sort, and that is by limiting the amount of the 
liability. If the conversion were done in England, 
and if the conversion were undertaken by the Bank 
of England, it might be laid down that the Bank would 


not be liable for more than so many million pounds 
sterling, and the Government of India might limit 
their liability in a similar way. That is the way I 
should really like to meet any popular apprehension. 
There are two ways of meeting popular apprehension, 
one by abandoning the convertibility of the silver 
rupee and abandoning the convertibility in London, 
and the other is by limiting the liability, by making 
the Government responsible for the conversion only 
until a definite gold reserve is exhausted. It is the 


latter one of the two that I should prefer. 

12,593. Then you would have to limit the notes ? — 
I .do not see that there would be any necessity to 
lay down a limit to the number of the notes. If it were 


announced that notes would be converted into gold up 
to a certain definite sum and not beyond that definite 
sum, you could in that way limit both the liability of 
the Government and the liability of the bank. 

12,594. But suppo serf hat more rupees were tendered 
for the notes ?— Then the exchange would have to 


fall. That, is the case in which you have a limited 
liability and the limit is exceeded ; then the exchange 
must fall, there is no help for it. 

12.595. Then you would stop the issue of notes 
beyond that amount. ? — I would stop the converti- 
bility of the notes. 

12.596. If you have notes for a million and your 
limit is 500.000/., which notes out of the. million arc 
to he converted ? — The first that, are presented. 

12.597. Now will you read your scheme?' — “ (I.) 
4< The legal tender currency to consist of notes and 
u silver rupees. (2.) The Government to sell notes to 
“ an unlimited amount at the rate of Is. 4 d. per rupee. 
i( In England the sales to be conducted liko the 
‘ 6 existing telegraphic transfers. In India, the notes to 
(t be sold for gold. (3.) All notes to be convertible. 
u into gold in London at the rate of l.v. 4 d. per rupee, 
ic the Government having the right to issue regulations 
“ as to the method of transmitting the notes from India 
“ to England. (4.) The Government to sell notes for 
iC silver rupees in India to an unlimited extent ; but 
ic to have the option of charging a premium of -} t per 
(i cent. (5.) All the laws anti regulations dealing" with 
" the use of gold currency in India to bo repealed. No 
“ collector of taxes, nor any State Institution, to receive 
“ gold from the public. (6.) The Bank of England 
“ to undertake to cash notes sent back from India. 
“ The Bank to receive all moneys received for the sale 
“ of notes in England, and all gold shipped home, by 
“ the Government from India. The bank to keep such 
“ a special reserve of gold against these notes, if any, as 
“ may be necessary, according to regulations framed by 
“ the Government, and to receive suitable remunera- 
“ tion. (7.) The Government to have the power at 
“ some future date, and with due warning, to cancel 
iC their liability to convert notes into silver rupees. 
“ (Note.) If the Bank of England should demand 
“ remuneration at a very high rate, because of the 
“ apparently unlimited liability, then n limit should he 
u placed on that liability. A definite sum (say 
“ 5,000,000/. at first, and increasing as time went on) 

“ should lx> named beyond which the hank should not 
“ be required to find gold in exchange for notes; and 
“ tlie Government should strictly limit their liability 
“ in a corresponding manner.” 

12.598. Have you any further remark you wish to 
make to the Committee ? — I think not. 

12.599. (Lord Balfour of Burleigh). I do not know 
whether I quite followed the part of the scheme 
which I think you foreshadowed in an answer to one of 
the questions earlier, viz. : — that only a proportion of 
the notes were to be convertible, into gold. 'When you 
first mentioned it, you said a proportion of the notes 
were to be made convertible into gold ; the next time 
you said a proportion of currency. You meant no 
difference between those two — the notes being part of 
the currency ; is that it ? — What I should like to adopt 
would be this scheme that I have just read, which 
makes a portion of the whole currency convertible ; 
because both the notes and the silver rupees would bo 
capable of being converted into gold until the gold in 
the reserve was exhausted. In the answer to which 
you allude, 1 was thinking of a possible initial stage in 
the introduction of the system. The first step might 
be to make the whole or a portion of the existing 
currency notes convertible into gold without making 
any other part of the currency convertible. 

12,600. But, il only a proportion were to be con- 
vertible at. the will of the holder, and that proportion 
were to be tendered for conversion, and the Govern- 
ment said, “ Well we are not bound to convert any 
more, and we are not going to do it,” surely that 
would prevent your keeping up the pur of exchange 
at l.s*. 4 d. ? — Inevitably. If there is a limit to the 
liability of the Government, and if that limit is reached, 
exchange must fall. You can only avoid the fall in 
the exchange under all circumstances by undertaking 
a nominally unlimited liability. You are on the horns 
of a dilemna. You must either say, “ my liability is 
unlimited and I will prevent the exchange falling,” 015 
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if yen take a limited liability, directly the limit is 
readied, exchange must fall. I see no alternative. 

12.601. I agree, but suppose people know that 
there is to be a limit ; would not that tempt some 
people for selfish purposes to disturb the balance and 
bring about a fall of exchange, and so defeat the real 
object which you have in view of making a stable par 
of exchange ? — I think that is one of the dangers of 
limited liability, but I do not see how, with any 
limitation of liability, you can get over that danger. 
However you limit it, I think you will find that that 
danger will come in in some form or other. 

12.602. Then there is another passage in the earlier 
part of your evidence. You mentioned that last 
point two or three times, which I endeavoured to 
concentrate in my question, but there was another 
passage in your evidence which attracted my attention 
and which I did not fully understand. I understood 
you to say that notes held against gold were to be 
increased in time of stress. What did you mean by 
that ? — If any system such as that which I have now 
proposed were adopted, I think the elasticity of the 
currency could be increased in some such manner, 
because I do not propose to have definite gold held 
against definite notes. 

12.603. But surely the propriety of having notes is 
that they should be either held against gold or con- 
verted into gold on somebody’s guarantee P — That is 
the idea in England. But we do not have a right to 
convert our silver currency or our copper currency. 
There is no right of conversion in that case ; and, if you 
gave a right of conversion of the silver currency in 
England, I do not see why you would necessarily 
have to put aside a separate amount of gold to meet 
that silver and that copper currency. 

12.604. This last answer has opened up rather a 
large question, and one which we had before us 
yesterday; but, obviously, if silver is not a legal tender 
beyond 40.?., it is in a wholly different position to either 
notes or a rupee, which is legal tender to any amount ? 
— That is, no doubt, so. 

12.605. In that case, of course, the analogy fails 
between the two ? — It does make a considerable differ- 
ence. 

12.606. Now let me get back to the other point. 
If notes held against gold may be increased in time of 
stress — I presume at the will of the Government ? — 
Yes. 

12.607. Does not that put a tremendous temptation 
and power in the hands of the Government of really 
debasing the currency ? Does it amount to anything 
less than that ? — That is the danger, but I think you 
must face a certain danger in order to give elasticity 
to the currency. 

12.608. But, if you contemplate the Government 
doing that at all, even to the extent of 100,000/. 
sterling value, is not that an improper and illicit 
operation ? — I do not see that it is so, if it has 
the effect of diminishing the stringency. If you have 
convertibility of the coin you prevent the debasement 
of the rupee; no doubt, you cannot increase the 
currency without producing a debasement in the rupee 
if you increase it to an illegitimate extent ; by 
making the rupee convertible you avoid that danger as 
long as any gold remains in the reserve. 

12.609. You used the words “increased to an 
illegitimate amount.” I suggest that, if notes are 
known to be held against gold, any increase of it 
beyond the amount of the gold you hold would be 
illegitimate ? — Well, I am not prepared to agree with 
that view, that is all I can say. 

12.610. {Chairman.) What you suggest is some 
equivalent to the suspension of the Bank Act by the 
Chancellor of the Exchequer ?— ‘ Yes, but a more 
regulated operation. 

12.611. If that is illegal, the Chancellor of the 
Exchequer’s letter justifies the Bank in doing it, but 
only on the ground that the Chancellor of the 
Exchequer promises to get a Bill of Indemnity 
passed in the next session of Parliament ? Quite 
so. 


12.612. {Lord Balfour of Burleigh.) Then I will 
take you upon that point. What is to be, under 
your proposal, the security corresponding to the fact 
that the Chancellor of the Exchequer has to get a 
Bill of Indemnity passed through Parliament ? — 
Under my scheme you would have to trust to the 
Government framing suitable regulations. 

12.613. We do not trust the Chancellor of the 
Exchequer; he has to get a Bill of Indemnity from 
Parliament? — Yes. I think, as far as I can judge, 
it is a pity that a little more trust is not placed in the 
Bank of England. I should be prepared to trust the 
Bank of England rather more. 

12.614. {Sir F. Mowatt ) That amounts to saying 
that you would give the Indian Government a per- 
manent Bill of Indemnity for the issue of notes beyond 
its reserve guarantee ? — I should prefer to say that 
I think regulations might be framed for increasing the 
currency in times of stringency. It would be similar 
in its effects to a permanent Bill of Indemnity under 
conditions. 

12.615. Now, you said that, if the status quo were 
maintained, it would lead to the gradual introduction 
of gold into India. What is the reason that you 
would give for that ? — I suppose that there will be 
a slow diminution in the number of coins by wear 
and loss, and we may expect a gradual increase in 
the amount of business demanding an increased 
currency at the existing rate. 

12.616. That would tend to bring the geld in? — 
That would tend to bring the gold in, 

12.617. You said that part of your plan, if active 
steps were taken, was that the Government should sell 
geld at Is. 4d. for notes. Did you contemplate those 
notes going into the reserve from which the gold had 
been taken or did you contemplate those notes passing 
into the currency ? — I contemplated those notes passing 
into the currency reserve ; or rather being cancelled. 

12.618. Then the silver for those notes would go 
into the reserve ?-— I do not quite follow that point. 

12.619. Somebody purchases gold at 1*. 4d., the 
Government is to sell the gold at Is. 4c?. ? — For 
rupees ? 

12.620. Not for rupees but for notes at 1$. 4d., I 
understand ? — Yes. 

12.621. Then the Government has the notes and 
the purchaser has the gold ? — Yes. 

12.622. {Sir F. Mowatt.) The Government sella 
the gold? — You are talking of conversion in England. 

12.623. No. Suppose it was in India. A person 
coming to the Government would say “I want gold 
“ and here are my notes.” The Government then 
has the notes and the purchaser has the gold. The 
notes are in a reserve. Should these notes be passed 
into the currency ? — No. It is essential that they 
must be withdrawn from the currency. 

12.624. {Chairman.) Will you just explain the 
two operations, the convertibility of the gold and 
the convertibility of the rupee ? — Suppose a man has 
silver in India, he will have the right of going to 
Government and obtaining notes for that silver. The 
Government may charge ^ per cent, premium. Then 
he has his notes. Take the case that he wants to get 
gold. He hands those notes into some office in India. 
I have not gone into the exact method of transmission, 
but either the notes themselves or preferably some 
document representing those notes would be sent to 
England, and the holder of that document would have 
the right to draw sovereigns in England. The object of 
the \ per cent, premium is, as 1 have explained, to 
make gold flow out of the currency in India in 
preference to silver rupees. 

12.625. {Mr. Campbell.) With regard to the ebb 
and flow of the currency which you think would be 
necessary to maintain the par of Is. 4 d., you say the 
gold received into the Treasury could not be shipped 
back to England ? — I meant to have said that there 
seems to be no automatic arrangement for the shipping 
back of that gold-^that we cannot be sure that it will 
come backi 
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Major 12,626. But you said that you would give the public 

Leonard the right to buy the gold ? — I would give that right to 
Darwin. meet the difficulty. 

~~ 12,627. How could you be sure that the public used 

2 arC 1 1 9 < * the gold that they bought for that purpose ? — You 
could not ensure it; all you could do would be to 
take the precautions I have mentioned to keep gold 
out of the currency by preventing its being legal 
tender or being received in payment of taxes, &c. 

12.628. Suppose a person were to buy gold and lock 
it up, then the gold reserve would be wasted or applied 
to quite a different purpose from that for which it was 
intended ? — No doubt. 

12.629. The Chairman put a question to you as to 
the liability of the Government to provide 17 million 
sovereigns, and I think you said that you would 
prefer not to allow the reserve to be used for that 
purpose ? — I do not recollect the answer to which you 
refer. 

12.630. Why would you not allow them to use the 
reserve for that purpose? — If it is good business for 
merchants to send out gold to India, I should think it 
must he bad business for the Government to imme- 
diately ship it bac‘k again. If it is at once shipped 
back to England, whatever be the. state of the balauce 
of trade, then you will have no gold reserve in India. 

12.631. I only mean their shipping it to England 
when they cannot, sell their Council Bills at Is. A d. ? — 
1 should not object to their doing that, provided that 
the Government till up the vacancy in the reserve with 
silver rupees or notes from the circulation. 

12.632. I notice your statement as published in 

your pamphlet ? — I have simplified that a good 

deal. 

12.633. I notice from your statement as regards the 
gold notes which you would issue against gold paid in in 
England, that the holders would not have the right to 
go to the Treasury Department and demand rupees for 
these ? — I have stated in my scheme that I -would allow 
the Government to cancel the liability to give rupees 
for notes at some future date. I would not cancel it 
immediately. Of course, Government must be exceed- 
ingly careful that there are enough silver rupees in 
circulation in India ; that is an essential thing for the 
Government to look af ter. But I would prefer there 
not being a legal liability to give silver for these 
notes. 

12.634. Then practically these notes would be 
inconvertible in India; they would be legal tender, 
but inconvertible ? — Inconvertible in India, quite so. 

12.635. The currency of the country, if your 

j scheme were carried out, would consist of rupees and 

f J inconvertible gold notes ? — I should not call them 

J. inconvertible, because they are convertible in 

§ England. 

f 12,636. But a native of India could hardly use 

I them in that way? — In that sense of the term, as you 

' put it, they would be inconvertible. 

t 12,637. Then do you think that the natives of 

India would take these notes? — I am inclined to 
think they would. I have got the best evidence I 
could — of course with difficulty — as to the using of 
notes in India. I believe that, with certain precautions, 
the use of notes may be very largely increased in 
India. That is the evidence I have. 

12.638. But you are aware that at present the 
note circulation is confined to the Presidency towns 
and the large trade centres; notes do not circulate in 
the interior at all ? — I am aware of that, but I think 
that the objections to using them could be overcome 
with proper precautions. I have a long letter here as 
to the reasons why the natives of India do not use 
notes. 

12.639. If they do not use currency notes, which 
can be converted into rupees, do you think they could 
be got to use gold notes which were practically incon- 
vertible altogether?— I think that steps could be taken 
to induce them to use notes. 

12.640. Then you contemplate the possibility of 
these going to a premium ? — Ho, not a greater 
premium than £ per cent. 


12,6 il. But suppose the exchange were to fall ? — 
If the exchange falls, the whole gold currency system 
is a failure. 

12,642. If exchange were to fall, and these gold 
notes went to a premium, your scheme would fail ? — 
How could they go to a premium if they were con vert i- 
bio in England? 

12,613. If the exchange in India fell they would 
go to a premium measured in rupees ? — They would 
hardly be used at a premium in India; would they 
not be sent home for conversion rather than be 
used in India at a premium ? 

12,641. Certainly, but the mere fact that they 
wore available for remittance to England would send 
them to a premium. Supposing exchange went to 
Is. 3d., then a gold note would be worth about 6 per- 
cent. premium ? — But would it be used in India for 
any payments ? 

12.645. Whether used or not it would be worth 
that in rupees ? — Possibly, but the result would be 
that it would flow back to England and the flowing 
out of these notes would raise the value of the rupee 
and bring it back very quickly to the Is. 4 d. rate. 
That is the automatic arrangement for steadying the 
exchange. 

12.646. Supposing they did go to a premium in that 
way by a fall in the exchange, do you think it would 
he a satisfactory currency to have a note circulating 
at one price one day and at another price another 
day ? — I do not admit the possibility of that. I think 
that is the very essence of the system of a fluid 
margin ; the notes cannot go to a premium, because 
if they were at a premium they would be sent home 
to England. 

12.647. If they could be sent home at Is. 4 cl, and 
exchange were only is. 3d., would not you, as a 
remitter to England, go and buy a note at Is. Ad. and 
pay your 5 or 6 per cent, rather than go to a banker 
and pay more ? — I certainly should, and notes would 
flow to England rapidly. 

12,648; Then they would not be available for 
currency purposes in India at all ? — Hot until the 
premium ceased. 

12.649. Is not that another objection ? — No, 
because, if the margin is sufficient, those notes flowing 
home to England must inevitably raise the value 
of the remaining currency and at once bring it up 
to the old value. That is the very idea of having 
a fluid margin. 

12.650. But until exchange rose to its old level 
these notes would command a premium ? — I do not 
think that will occur any more than in the case of 
5 1. notes in this country. 

12.651. With regard to the gold notes issued in 
exchange for rupees, would you propose to borrow 
in London to meet those presented for encashment ? — 
The arrangement I should prefer, if it could he 
managed, would be to get the Bank of England to 
undertake the cashing of the notes, and to pay ‘them 
a definite sum for undertaking the liability. That 
would, in effect, be borrowing, but it would be 
borrowing, as it were, by deputy. 

12.652. It would be borrowing from the Bank of 
England instead of borrowing from the public ?— It 
would not be strictly borrowing, because it would be 
paying a sum for them to undertake the liability. It 
would be very analogous to borrowing. 

12.653. Considering the very indefinite nature of 
the liability, would the Bank of England be likely to 
undertake such a thing without at least some very large 
consideration ? — I dealt with that point in a note to my 
scheme. I think it very likely they would not, and 
therefore it probably would be necessary to limit the 
liability of the Bank of England. If you limit the 
liability of the Bank of England, you run the risk, as 
you do in all limited schemes, of exchange falling. 
There is no escape from the dilemma. If you have 
unlimited liability you can keep up the exchange under 
all circumstances. Directly you put any limit to your 
liability, you must face the fact that, when that limit 
is reached, exchange will fall. 
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12.654. But is there not this objection to placing a 
limit on the liability, viz., that, whenever there is 
any indication of the liability coming near that 
limit, the scramble to avail of it as long as it lasted 
would be intense ?— I think that is an objection to 
any limit of liability ; but directly the scramble begins 
that scramble will have the effect of diminishing°the 
number of coins in circulation in India, and raising 
the price of the rupee. It will act in both countries 
very rapidly. 

12.655. Then, if the limit of liability were reached, 
and the scheme broke down in consequence, you would 
be saddled with whatever debt had been contracted in 
order to keep it up ? — Tes. If you were to pay the 
bank so much a year for undertaking the liability, if 
you limit your liability, and they give gold up to” the 
limit of their liability, your expenditure will cease. 
The expenditure you will have incurred in payment 
to the Bank of England for undertaking the liability 
will no doubt be gone ; you cannot avoid a risk without 
certain expenditure. 

12.656. Then practically you transfer your liability 
from your own shoulders to those of the Bank of 
England? — Only the liability to find gold at the 
moment it is required. 

12.657. (Sir F. Mowatt .) Then it would be the 
Bank of England that would have lost the money ? — 
W ell, I am not a banker, and I find it very difficult to 
suggest a scheme with the Bank of England which 
might be acceptable. It is rather difficult for me to 
suggest any definite scheme. All I meant was that, 
on the payment of a certain sum to the Bank of 
England, they would undertake the liability to find 
the gold, on the condition that, if they gave gold for 
notes, we should in a certain time repay them any 
expenditure that they were put to. 

12.658. (Mr. Campbell .) Then, as regards the 
rupees or notes received in India against these sales 
of gold notes, these would be locked up in the 
Treasury ? — Yes ; in the currency reserve. 

12.659. And practically withdrawn from circula- 
tion ? — That is the essential thing. They should be 
withdrawn from circulation. 

12.660. What would you propose doing with them, 
because they would be lying idle and involve the loss 
of interest ? — The notes would involve no interest. 
The silver rupees would lie idle until the silver 
reserve — if there was a definite reserve — had gone up 
to a certain point. 

12.661. Would you propose melting or selling any 
of these rupees ? — I should be very cautious about melt- 
ing silver rupees, mainly because I think that the senti- 
ment of the people would be against that. I do not 
think there would be any harm in melting a certain 
number of rupees and selling silver, provided that by so . 
doing you did not materially reduce the price of silver. 
What I should do with regard to melting the rupees 
would be to melt them and sell them, provided there 
was a plethora, until the silver began to show a 
material sign of falling in gold price ; then I would 
keep them in reserve. 

12.662. Would it be right to say that your scheme 
proposes, by an artificial contraction of the currency, 
to maintain exchaage at Is. 4c?. ? — I should not put it 
myself exactly in those words. We are now at Is. 4c?. 
If the exchange were to tend to fall, a contraction 
would take place, just as, if exchange falls between 
any other country and England, and gold flows out of 
England, there is a contraction in England. If you 
call that a contraction in England, then I say it 
would be a contraction in India under those circum- 
stances. It is a matter of words. 

12.663. But in the one case it would be a contrac- 
tion produced by artificial means ; in the case of 
England it would be produced by the natural influences 
of trade ? — There I entirely disagree, if I may say so. 
It seems to me that one would be as natural a process 
as the other. 

12.664. (Mr. Le Marchant.) Under the first 
system you were mentioning, which you term the 


policy of drift, you would propose that any gold 
received should be kept in India ? — Yes. 

12.665. You spoke of its possibly being delivered 
out to the public ? — Yes. 

12.666. Have you considered by what steps that 
could he done ? For instance : would it be by tender, 
as in the case of a sale of Council Bills, or at a fixed 
rate ? — My idea was to have it at a fixed Is. 4 cl. rate, 
because. I think, if you depart from that rate yon might 
at once be helping to produce the change in the rate 
of exchange which we want to avoid. 

12.667. How would you determine the priority of 
applicants if the rate were fixed ? — I think it would be 
merely a priority in time. 

12.668. Are there any steps that you think would 
conveniently follow on upon that, moving towards 
a more perfect, system ? — What would be the next step 
in fact you mean ? 

12.669. Would you propose to move from the first 
system to the subsequent one which you described, 
with gold in London ? — It is always very difficult to 
discuss the steps to gradually reach a perfect scheme. 
I should not like to say what would be my next step 
without further consideration. I should increase the 
gold held in India as a reserve by purchasing that 
metal when there is a surplus. 

12.670. Would you regard the first scheme as con- 
sistent with the transition eventually ? — Yes. 

12.671. In speaking of elasticity, would you regard 
the notes issued under your second system — notes 
payable only in London — as of a character to meet the 
demands in the crop season in India ? — I should think 
only partially. 

12,672-3. (Sir F. Mowatt.) That is the excess of 
note issue you mean ? 

(Mr. Le Mar chant .) Yes ? — I should imagine 
that would only be partially the case at present in 
India, because the demand would be for an increase of 
silver rupees, which are not sufficiently mobile to meet 
the strain quickly. But from the evidence I have been 
able to obtain, I think that notes could be more and 
more introduced into the Indian system, and then the 
notes would more and more fulfil the requirements of 
elasticity. One of my reasons against melting rupees 
at present is that to meet that very want in the crop 
season I think it very desirable that fora long time to 
come the Government should have a very large reserve 
of silver rupees, which could be made available in 
different localities. 

12.674. From -what fund would these rupees be 
provided ? For instance, I think you would require 
a reserve of rupees as well as a gold reserve ? — No 
doubt. 

12.675. Would you propose taking those rupees 
from the currency reserve ? — Yes, in times of stress. 

12.676. (Sir F. Mowatt.) You would issue into 
the currency again the rupees which were in the 
reserves when the tight time of the year began ? — < 
Yes, that would be my view. 

12.677. (Mr. Le Marchant.) Upon the gold notes 
being paid into the currency reserve P — My view 
was that it might also be done in times of stress, 
very carefully and to a limited extent, without any 
such inflow of gold notes, in order to relieve the 
tension. 

12.678. Would you leave that at the discretion of 
the Government ?— Yes, I do not see any other way 
of doing it at present. 

12.679. You mentioned that under a system of 
convertibility the Government would have warning 
if they had allowed excessive issues to be made; 
in what way would the Government control exces- 
sive issues? Would it not be the right of everyone 
to ask for notes ? — If the issue were excessive, 
there would be a tendency for the exchange to fall, 
and rupees would be presented for conversion into 
notes, the notes being required for transmission to 
England. If there was too rapid a presentation of 
notes for transmission to England, then the Govern- 
ment would have warning and could take one of two 
steps ; they coul 1 either contract their currency in 
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India by calling in rupees, or they could increase 
their gold reserve to meet, the liability created in 
England by further borrowing. 

12,6S0. Any material expansion of the currency in 
one season would be liable to be followed by a 
reaction ? — Yes, probably it would. 

12.681. You spoke of Government calling in rupees 
in India. In what manner would they call in rupees ? 
— I imagine that would be possible by local borrow- 
ing in India, or, in the case of an expansion to meet 
exceptional stringency, the contraction would be 
effected by the repayment by the Banks to the 
Treasury, and by the Treasury to the currency 
reserve, of any special advances ; the maximum amount 
of such special advances varying with the excess of 
the rate of discount in India over the English rate. 

12.682. That might not be convenient in a season 
when people were anticipitating depression? — You 
are rather dealing with banking questions, upon 
which I do not profess to be in any way an expert. 

12,683 But it appeared to me that the Govern- 
ment was being converted into a banker ? — No doubt. 


into gold and silver, when you have a double liability 
created; or you must have one set of notes convertible 
into gold and another set convertible into silver 
which is to my mind objectionable, because you 
might have one set of notes going to a premium as 
compared with the other. 

12,693. Speaking of the first system, have you any 
opinion as to the probable movement of* exchange-! 
— ■whether tlie rate is likely to vary to any mate ‘rial 
extent?— My impression is that the rate of exchange 
will keep np to Is. id., but then that, is only^a 
prophecy, and anybody who looks to the history of 
currency will, 1 think, sec that it is strewn with false 
prophecies. Perhaps I might give my reasons why I 
think it will keep up and where the danger lies. Th e 
exchange is really based upon the rupee price of the 
metal gold in India. We should all admit, that the 
rupee price of tin or copper or lead will continually 
vary, and, as long as you have a monopoly rupee 
system, so long will the exchange certainly vary. ()f 
course the rules of 1893 have a great influence on the 
question. The rupee will probably increase in value 


12,684. When you were discussing the probability 
of a premium upon gold notes in the event of a 
tendency of exchange to fall, were }'ou alluding to 
gold notes with complete convertibility or limited 
convertibility ? — I do not remember the point you are 
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alluding to. 

12.685. I think you were discussing with Mr. 
Campbell the question whether the notes would not 
go to a premium if exchange tended to fall. Were 
you speaking then of notes with limited convertibility, 
that is to say, with a limited amount convertible, or 
with unlimited convertibility ? — I did not distinguish 
the two cases in my mind. As far as I can see, my 
answer would apply to both cases. 

12.686. You mentioned, I think, that limit of con- 
vertibility might be obtained by a statement of the 
Government that a certain amount only of the notes in 
circulation would be cashed? — Either that or, I 
think, more conveniently, that there was only a certain 
amount of gold available for cashing them. 

12.687. Would not that be a breach of faith with 
existing holders ? It is not easy to draw a distinction, 
when notes are in circulation, between the rights 
of different holders ? — I think if anyone drew a note, 
knowing these conditions, their enforcement could not 
be said to be a breach of faith. 

12.688. It might increase the desire to cash them ? 
— It might; but , as I said before, it is very difficult to 
get any form of limited liability in which you will not 
have that difficulty. 

12.689. (Chairman.) The strength of the chain is 
to be measured by its weakest link, and the possi- 
bility which might attach, even to one note, may be 

taken to be the ultimate possibility of all the notes ? 

I think so, and it is for that reason that I prefer 
unlimited liability. But if it is admitted, and of this 
I am not certain, that notes would be reduced in 
value if there were not a full reserve held against 
them, is it not almost equivalent to admitting that, if 
you have gold notes and inconvertible silver rupees, 
there would also tend to be a difference between 
those two in value ? 

12.690. (Mr. Le March ant.) If you issue notes 
convertible only in London, would you propose to 
issue no further notes of the kind now current in 
India ? — I do not know why all notes should not be 
equally convertible under this system. I would not 
have two classes of notes. 

12.691. (Sir F. Mowatt.) You would have them 
all convertible in London ?— All convertible in London. 

12.692. (Mr. Le March ant .) At present the notes 
are paid in rupees. Would you still continue that 
facility ? — I have said that I would not put the 
Government under the legal liability to convert notes 
into rupees as well as into gold ; or rather, I would 
give the Government the power to get rid of that 
liability, when they felt it safe to do so. You must 
look to an increase of notes. If this liability is not 
cancelled, either you must have notes convertible both 


t of the increase of business ; but what is, I think, often 
► forgotten is that it will not be enough for the rupee to 
[ increase in value ; it must increase in value quicker 
i than gold. Now, we do not know what the future of 
gold is going to be. Probably it will fall in value; 
but that prophecy has been made for years and years! 

, and so far it has proved false. If that should be 
i false in the future — if the gold should increase in 
value and increase in value quicker than the rupee, 
then exchange is bound to fall. I do not myself think 
there is any chance of the exchange falling very 
greatly, but it might fall to a certain extent, and 
my strong feeling is that, the exchange now being at 
Is. Ad., now is the time to fix it there for ever. Such 
a fall as I predict as possible but not likely is one 
that would only last a limited time, because the in- 
crease of business and the diminution of the number 
of coins in India would be sure to bring the rupee 
back in time to l.v. Ad. Some expenditure- might be 
necessary to keep it up to Lv. Ad. for a comparatively 
short period, and I do feel very strongly that that 
expenditure would be justified, and would bo worth 
incurring. 

12.694. You say, if I understand you rightly, that 
the increase of value must be quicker in the case of 
the rupee than in the case of gold ? — Yes. 

12.695. Why is that necessary; why may not they 
move pari passu ? — I will say quicker or equal. 

12.696. (Sir C. Crossthwaite.) I suppose yen admit 
hat the bulk of the currency must remain in rupees 

for a long time to come ? — In silver rupees, I presume 
it must. I should only like to say on that point that, 
although India is a very poor country, I think there 
are a considerable number of rich people, and those 
rich people might use a fair amount of gold in 
currency if you allowed the currency to absorb gold. 

12.697. I suppose you know that, in order to buy 
produce— supposing a merchant is buying produce up 
country in India — he will not be able to pass notes to 
the peasantry ; they will not take them?— I know 
they will not take them at present ; but I think, from 
the little evidence I have, that something might be 
done to make them take them. 

12.698. You are not acquainted with India your- 
self* ?— No, I am not. J 

12.699. Suppose the hulk of the currency to be in 
silver rupees for a considerable time to come, it is 
important, is it not, to have that currency automati- 
cally increased or reduced, as the trade requires? — I 
think it is. 

12.700. Then suppose more rupees are required, I 
want to understand how, under your system, those 
rupees are to be obtained ? — They would be obtained 
for gold ; and although, as I said, I would allow the 
Government to get rid of their legal liability to 
exchange notes for rupees, I would not do that in the 
immediate future until it seemed safe to do so. 
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12.701. So that immediately the rupees would be 
obtained for gold ? — For gold or notes. Notes, I 
understand, are now convertible into rupees on demand. 

1 would not abolish that immediately — not till it was 
quite safe to do so. 

12.702. So that, if a man wanted rupees, he would 
get them, either for gold or notes ? — Either for gold 
or notes. 

12.703. Then suppose rupees became redundant 
through the turn in trade, they would be paid into the 
Treasury ? — Yes. 

12.704. For what ? What would a man get in 
exchange for them ? — He would get paper notes for 
his silver rupees ; and, if he wanted to convert his 
paper into gold, he could do so in London, according to 
my scheme. 

12.705. You would charge him a premium for 
doing that ? — For converting the silver into notes, yes ; 
the Government would have the option, not necessarily 
used, of charging 4 per cent. 

12.706. I)o you think that that would, to any ap- 
preciable extent, prevent the ready flow back of rupees 
into the reserve ? — I should have thought not ; it is 
a small premium, and not certainly enforced. 

12.707. Then what is the object of charging the 
premium — merely to make a gain ? — No, it is not to 
make a gain ; it is to induce the public to present gold 
in preference to silver rupees. 

12.708. But the case that I was putting was that, 
in consequence of the turn of trade, rupees were 
redundant. In that case it would not be the gold that 
was redundant, it would be the rupees that people did 
not want. Suppose a slack season comes, and rupees 
are no longer wanted. How would the charge of a 
small premium induce a man to pay gold, which he 
wants in London, into the Treasury, instead of paying 
rupees, which he does not want any longer in India, 
and cannot use in London ? — If he wants to ship home 
gold, and he owns gold, he will not need to buy gold 
with rupees in India. It may be that the 4 per cent, 
premium is not sufficient ; bin, if there is a cer- 
tain premium charged on the rupee, that would tend' 
to make the gold come in first — I think your point 
would be met by saying that it may possibly be that 
the premium of ^ per cent, is not enough. 

■ 12,709. What" I am putting is that, when the rupees 
are redundant, they should be able to go back into the 
reserve without any hindrance. You say you charge 
this premium in order to induce the gold to go back 
instead of rupees. What I mean is that the rupee is 
the thin" that should come back, so that its value may 
be kept°up ? — I agree : but I want the gold to come 
in first of the two, and I think that, by giving the 
option of charging a premium, you would induce gold 
to come in first and silver rupees to come in after- 
wards. 

12.710. Ultimately, under your scheme, what you 
are aiming at is to substitute a paper currency, to a 
large extent, for the rupee currency ?— Quite so. 

12.711. Those notes, ultimately, would not be pay- 
able in rupees at all ? — No. 

12.712. They would be payable in gold?— Yes. 

The witnes 
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12.713. And in London, not in India ? — Just so. 

12.714. So that your scheme practically tends to 
put an inconvertible paper currency upon India ; to 
take out both silver and gold, and leave the people 
with nothing but an inconvertible paper currency — 
inconvertible in India? — Inconvertible in India, yes. 
I should like to say that, in forming my scheme, I 
have not looked to the very distant future ; I have 
looked to the inoie immediate needs. If, after a large 
gold reserve had been accumulated in London, it was 
thought more desirable to make the convertibility in 
India, then it would be easy to transfer that gold 
reserve to Iudia. 

12.715. Do you not think that the people would 
look with great suspicion on a currency which was 
adopted with aDy such intention as that — to take the 
precious metals out of the currency? — If they have 
not looked with suspicion on the present scheme, 
which has reduced the intrinsic value of the rupee so 
much, I should not think they would look with any 
more suspicion oil a scheme for a paper currency, pro- 
vided that that paper currency did really keep up to 
its gold value. 

12.716. (Sir A. Dent.) Part of your scheme is that 
the sovereign should not be legal tender to the State, 
the railways, or tax collectors or any Government 
institution ? — Yes. 

12.717. If that were adopted, would it not. tend to 
discredit the sovereign throughout India? — If the 
term “ discredit *' is merely synonymous with driving it 
out of the circulation, 1 think it would, and that would 
be my object. 

12.718. Would it not also be a great check on the 
importation of sovereigns by travellers and in small 
commercial transactions in India ? — I think it would ; 
and, as long as the convertibility is in London, I would 
prefer having no gold coming into Irnlin. I do not 
think India gains — I think India rather loses — by the 
importation of the precious metals. 

12.719. That would be a great check upon one of 
the great objects the Government of India has, namely 
to attract gold to the country? — I should say that 
would be quite an erroneous object, if the converti- 
bility ’were to be in London. The mere attraction of 
gold to a country is, as far as 1 can see, not the object 
to aim at. I do not see that a country gains any direct 
advantage by having gold brought to it. 

12.720. (Chairman.) Assuming that it was possible 
for a system to be introduced into India exactly cor- 
responding to the system which prevails in England, 
a gold standard and gold currency with a large silver 
token currency, practically convertible into gold when 
needed, should you prefer that to your scheme ? — Yes, 
I should ; but at present I think that would absorb 
such an amount of gold that it cannot be thought of. 

12.721. I say, assuming it to be possible and prac- 
ticable, that would be far better than any of these 
halting schemes ?— Far better, though in England we 
use an unnecessarily large amount of gold in actual 
circulation. I wish to repeat that my scheme is only 
to tide over the difficulty for the immediate future, 
and is confessedly a makeshift. 

withdrew. 


Adjourned. 


Major 

Leonard 

Darwin. 
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INDIAN CURRENCY COMMITTEE : 


THIRTY-SECOND DAY. 


Thursday, 16th March 1899. 


Present : 

The Eight Hon. Sir Henry H. Fowler, G.C.S.I., M.P., in the Chair 

The Lord Balfour of Burleigh. Sir Alfred Bent, lv.GM.G. 

Sir Francis Mowatt, K.C.B. Mr. Robert Camimjicll. 

Sir David Barbour, K.C.S.I. Mr. W. H. Holland, M.I\ 

Sir Charles Crostii waite, K.C.S.I. \ Mr. F. C. Le Marciiant. 

Mr. Robert Chalmers, Secret an/. 

Et Bon. # The Eight Hon. The Lord Aldenham called and examined. 

Lord 

Aldenharn. 12,722. (Lord Balfour of Burleigh) You are, I diminished quantity ; this diminishes quality. Ilm; 

believe, head of the firm of Messrs. Antony Gibbs the 180 grains of the rupee remain what 1 hey were, lmt, 

16 March 1899. an d Sons, and you have been a director of the Bank the gold value of the grains, by the net. ion of the Indian 
of England since IS 53, and were a governor of the Government, has been altered and greatly diminished. 
Bank from 1875 to 1877 P — Yes. I do not like to speak of this in the same contemptuous 

12.723. You represented along with Mr. Goschen manner in which it has been sometimes spoken of — for 

the British Government at the International Monetary example, Lord George Hamilton, on February 21, L895, 
Conference in Paris in the year 1878 ?— Yes. spoke of it as a “ quack remedy.” I do not think it; 

12.724. We know also that you are president of was a quack remedy at all, because, in the* belief of 

the Bimetallic League ? — Yes. those who recommended it, it was a proper remedy. 

12.725. Do you in any way come as representing Tour quack who prescribes pit a I a pa nix and aqua 

that body ? — Not at all. pura believes, not in the goodness of his remedy, but 

12.726. Do you speak with personal knowledge of only in the goodness of what he gets for it. But, in 

Indian trade? — Very little indeed. this case one might; almost; recall what, was said of 

12.727. Apart from that, the Committee may take another heroic remedy many years ago, that it was 

it from your writings on this and kindred subjects u a crime and a blunder .” That it was a blunder was 
that you have given considerable attention to the not at all to be wondered at, for the reasons that I 
economic aspects of the questions which are before shall presently give. The Committee which recom- 
the Committee and to the general principles and facts mended it had unfortunately not the qualifications 
of monetary science ? — Yes. that a committee of that kind ought to have had. 

12.728. It is based upon that experience that you They ought to have had amongst them merchants, 

come before the Committee to express your views? — men of business concerned particularly with India, 
Yes. and concerned generally with commerce. They had 

12.729. I think you were opposed, were you not, none of those things. Tim order of reference to them 
to the closing of the Indian mints in 1893? — Yes. was not to examine into the question, but, to see how 

12.730. As a matter of policy? — Yes. such and such a thing was to bo carried out. That I 

12.731. Would you like to recapitulate your reasons think a very vicious style of reference to a Committee 

for that view ? — Yes, 1 will do that as concisely as I on such a grave subject. The present Committee has 

can, but I am afraid that it will take rather longer been appointed in a very different way. The present 

time than the Committee would desire. Committee contains men upon it who are thoroughly 

12.732. Without going into great detail, perhaps acquainted with the needs of commerce both in 

you can tell us your views generally ? — I may put England and India. The order of reference here is 
it in this way. India possessed an automatic standard also very much in contrast with that of the former 
of value in silver, the same kind of standard that Committee, because this Committee is desired to look 

England possesses in gold. It is, to my mind, a into the proposals of the American Government, to 

necessity of a good standard that it should be look into the despatch of the Indian Government 
automatic, that the needs of commerce - should be about those proposals, and to consider them, and to 
supplied by commerce itself. Now, in the place of consider any other matters that may appear relevant 
that, the closing of the Indian mints substituted a and any other modification of those proposals that 
managed currency. Instead of being automatic, you may seem to be germane to the matter!, Now, as to 
may say it was autocratic ; the Government has under India generally, it seems to me that the closing of the 
the present system, and would have under the proposed mints placed it as a producing and exporting country 
system, to settle what amount of currency is needed at an economic disadvantage with China and all silver 
for the people. It should regulate itself by the needs using countries. As to the people of India, it inflicted 
of commerce. The currency existing in rupees is a grievous wrong from ' a money point of view, and 
divorced from the metallic value of the rupee, and is a very serious wrong from a political point of view, 
dependent only upon the face values ; it is, in fact, a upon the natives by the divorce of the rupee from 
forced currency — a debased currency. It is debased silver, and consequent loss upon their hoards and 
exactly in the same mode — I should say rather with savings in uncoined silver. I do not use such a harsh 
the same result, because the modus operandi is word as “ robbery,” which is, I think, wholly imypplic- 
different — as that by which Henry VIII. debased the able ; a robber injures another for his own gain, but 
currency of England in his day. He did it in a the Indian Government injures the native for what is 
different manner. He said that a shilling weighing ultimately its own loss. Those are the general reasons 
such and such a number of grains was the same as the that I have to give. The Committee probably will 
shilling weighing the legal number of grains. He not require me to go into any great detail. 
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12.733. Just let lis take the terms of reference to 
the Herschell Commission. 1 do not wish to argue 
the matter with you, but reading them here, I see 
that (as I should he inclined to read it) it leaves 
everything open. You have, of course, studied 
it, and come to a different conclusion ; but the 
words are : “ I have decided to request your Lord- 
“ ship to preside over a Committee for the purpose 
u of considering the proposals of the Government 

of India as contained in this correspondence, and to 
u advise whether it is expedient that Her Majesty’s 
ce Government should allow them to be carried into 
u effect.” Surely those words give the Committee a 
discretion to report for or against ? — Certainly , I 
did not say otherwise What I said was that they 
were not at liberty apparently to consider anything 
else but that one thing alone. 

12.734. I reserve some of the arguments that you 
use about the disadvantage in regard to Chinese 
trade and the wrong done to the natives of India, 
and so on, because those matters will come more 
properly in cross-examination rather than in your 
examination-in-chief; but let me refer to one of 
the expressions that you used in the early part of 
your evidence. You said that by the closing of the 
mints the standard was made autocratic ; that it was a 
managed standard, and that the currency was debased. 
Do you not give any weight to the fact that the 
exchange since the closing of the mints lias been, if 
not steady, very much more steady than it was before ? 
— You are speaking of the exchange P 

12.735. Yes ? — But I am speaking of the standard. 
I speak of the standard whatever it is, and the circu- 
lation of that standard money among the people. I 
am not speakiug of the exchange. 

12.736. Do you not think that the fact that the 
exchange has been steady is an advantage to be 
weighed to some extent against the very severe 
strictures that you passed upon that policy ? — I do 
not see that the improved exchange, which would 
naturally follow from good times and a good amount 
of exports from India, really touches that question 
at all. 

12.737. You find it, then, that the improved 
exchange is from good trade, and not in any way due 
to the closing of the mints ?— No, I would not say 
that — certainly not, because I say the closing of the 
mints, which effected a *ontraction of the currency, 
would naturally affect tne exchange; but it becomes 
a factitious exchange— practical and useful to the 
Government no doubt ; practical and useful to those 
who have to bring funds from the ether side to pay 
their engagements here. 

12.738. Then may I take it in this way— this will 
give you an opportunity of summing up the matter. 
Looking at the matter, even in the light of the six 
years’ experience gained since 1893, do you, or do 
you not, consider that, having regard to India as a 
whole, the evidence is that the legislation of 1893 
has been a success ?— Not a success, I should say. 
Perhaps I should put it in a different way— not esta- 
blished as a permanent success, even from a Treasury 
point of view. 

12.739. (Chairman,) Do you approve of the pro- 
posals of the Indian Government to establish a gold 
standard? — Not at all. 

] 2 740. Do you know what was their original 
proposal in 1893 ? — Yes. 

12 741. Why do you disapprove of it?— The 
first ’ reason is that it seems to me, speaking of 
India alone, for a population such as India contains, 
a silver standard and a silver currency are absolutely 
a necessity, and because a gold standard without a gold 
circulation seems to be an impossibility. I do^ not 
consider that such a thing anywhere can be said to 
exist. 

12,742. I do not want you at the moment to com- 
plicate this with the question of currency. I want to 
deal with the standard. I was simply^ asking you 
whether you approved or disapproved of a gold 
standard ? — I absolutely disapprove of it for India. 

i Y 3514. 


12.743. What is your reason for that ? — As I have Rt. Hon. 

already said, a gold standard, to be a real gold ii or f 
standard, involves a gold circulation. Al ienha m. 

12.744. That is your reason; you have no other ? 16 March 1899 

-—I have plenty more reasons. 

12.745. Will you be good enough to give them to 
the Committee ? — That is my reason as regards India. 

As regards England and commerce generally, any- 
thing that shall further diminish the stock of gold in 
the world is a very great misfortune. 

12.746. That is, of course, a very important reason ; 
but that is a separate and distinct reason with reference 
to the supply of gold in the world r — Supply and 
demand. 

12.747. Your opinion being that it would cause a 
great drain on the gold resources of the world ? — Yes, 
if it were successful. 

12.748. We must assume that. A gold standard 
would cause a great drain on the gold supply of the 
world ? — Yes. 

12.749. Have you read Lord Rothschild’s evidence ? 

— Yes, 

12.750. You do not agree with him ? — Yes. He 
does not say that, it would not cause a great drain on 
the gold resources of the world ; what he said was 
that it could be provided. 

12.751. He gave some very strong evidence as to 
the enormous quantity of gold which was being 
produced this year ? — Y es, 60 millions. 

12.752. Still, agreeing with him as to that enor- 
mous quantity, you would think that there would be 
difficulty ? — It entirely depends upon what use has 
been made of that 60 millions. 

12.753. Now, have you any other reason besides 
the deficiency of gold to meet the demand which a 
gold standard 'would create ? — I think I have said 
quite as much as need be about that. The reasons 
that I have to give for it are reasons more connected 
with the currency ; and you wish to keep that sepa- 
rate. I see no objection whatever to keeping them 
separate. I may add that it has never been actually 
explained what, sort of gold standard it is that the 
Government of India wish to recommend. Certainly 
it is not the gold standard of England ; certainly it is 
not the standard of France, which is not a gold 
standard ; nor is it the standard of America, which, 
though by decree a gold standard, in fact is not. In 
fact,°you come again to the question of currency and 
legal tender. 

12.754. Do you not consider that America has a 
gold standard ? — America has by decree. It is called 
a gold standard ; but, if I can pay my debts to an 
unlimited extent in silver, it certainly is not a gold 
standard. 

12.755. How about France ? — I have heard a great 
many people in England say that. France has a gold 
standard ; but I never heard a Frenchman say so. ‘ 1 
remember that M. Say, the French Minister of 
Finance, who w r as president of the Conference of 18/8, 
of which I had the honour to be a member, said to us : 

“ It has been sometimes thought, that we are tending 
<c towards a gold standard ; we are not doing anything 
« of the kind ; if we are tending to anything different 
“ from what we have now it is to the double etalon , 

“ and we expect that that will be reached so soon as 
“ the incubus of the German silver is removed from 
“ us.” That was M. Say’s opinion ; of course, it is 
only opinion after all, but it is the opinion of a man 
in a position to form a good one. Again, the law of 
France, there is no question, makes no doubt about it 
whatever ; the law of 1803, still in force, says that the 
standard of that country is the unit of five grammes 
of silver — called a franc. 

12.756. You see no similarity between the proposals 
of the Government of India and the state of things in 
France ? — None at all. There is supposed to be, but 
there is none. 

12.757. What country would you say has a pure 
gold standard ? — This one. 

12.758. And no other ?— Canada. 

Gg 
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Jit, Hon, 12,759. I am coming to Canada in a minute. Wlmt 
is the country that you think has a gold standard 
^ enLa m ' except England? — I know no other country than 
16 March"l899. Canada. 1 have not in my mind, at this moment, 

any other country, except England, that has a pure 

gold standard. 

12,76*0. What construction do you place on the 
statement that has been made in the course of this in- 
quiry, that between 80 and 90 per cent, of the trade of 
India is with countries with a gold standard ? — I know 
the statement has been made, hut it is certainly very far 
from the fact, and I will say in a very lew words why 
the statement cannot be accepted. You say 80 or 90 
per cent. ; however, to be accurate, we will take it as 
80 per cent. But the trade of India here spoken of 
is the export trade. In my view we must look, not 
only at the export trade, but at the trade of India 
generally, and the export trade may he about 5 per 
cent, of the whole trade of India. Therefore, so far 
from 80 per cent, being with countries using a gold 
standard, it is more nearly 5 per cent. 

12.761. Eire per cent, of what? — Of the whole 
trade of India. 

12.762. I am now speaking from memory, but I do 
not think I am very far wrong if I say that the total 
trade is now pretty nearly Ex. 200,000,000 ; and, of 
that, Ex. 108,000,000 are exports, and about 
Ex. 90,000,000 imports ? — Yes. 

12.763. Then where is your 5 per cent. ? — I am 
speaking of the trade of India, you are speaking of 
the foreign trade of India. 

12,764* That is what I am asking you about ; we 
will come to the internal trade afterwards. Of course, 
I mean the foreign trade when I am talking of trade 
with other countries ? — Trade with other countries, yes. 

12.765. You say that is so ? — No ; I say I daresay 
it is so ; that the trade with other countries is 80 per 
cent. 

12.766. You said that almost the only country in 
the world that has a pure gold standard is Great 
Britain. Then, it is said that between SO and 90 per 
cent, of the trade of India, which is not all with Great 
Britain, is with gold using countries ? — Yes. 

12.767. I take it the test there is that they have to 
pay practically on gold values ? — Who have ?* 

12.768. India has ? — Very likely, just us we, if we 
are dealing with Venezuela, have to pay on silver value. 
It is quite true that, when they deal In England, they 
have to pay whatever will pay England. 

12.769. In gold ? — In gold. 

12.770. Calculated on a gold basis ? — I do not 
quite know what “ calculated on a gold basis ” means. 
Wliafc you really mean must he to pay in gold. 

12.771. Let us put it in this way. Suppose that 
India buys from Lancashire or buys from America a 
certain quantity of cotton goods, on what basis will 
the price be calculated — on the gold value of those 
goods or not? — What they buy they must pay for in 
the money of the country from which they buy. 

12.772. Then we come hack to the point we started 
from. Out of every 100/. they must buy or sell 
nearly 90/. according to its gold value ? — It only means 
that they must pay the price that the foreign nation 
asks, that is all. But in India itself or in whatever 
country it may be that deals with England, they have 
not to consider the gold value so much as what the 
gold in which they have to pay is calculated in their 
own currency and their own produce. That is what 
they have to consider. 

12.773. Now you say that no country can have a 
gold standard without a gold currency. Will you 
take the case of Canada ? — Canada has a gold 
currency. 

12.774. We are told not ? — No. What you were 
told was that there is not a gold piece to be seen in 
Canada, which is quite another matter. A gold 
currency is a currency under which debts must be 
discharged in gold if demanded. A gold currency 
does not mean that you must have in circulation two 
pieces of gold rubbing against one another in your 
pocket to wear out their edges, it means that the 


coins may be represented by no fees, as they are in 
England; because you must remember the gold 
currency in England is a currency of metal, and of 
notes convertible into metal — of use for no other 
purpose than to save the wear and tear of the 
metal, except, of course, so far as regards fiduciary 
issues. 

12.775. Have you read the evidence of Mr. Clouston, 
the manager of the Bank of Montreal ? — I have. 

12.776. At question 6778 you will see this : “ At all 
il events you are not ignorant as to the possibility of 
u a country having a gold standard without a gold 
“ currency? — I think it is the only proper currency in 
a the world, that is my impression. I would not say 
“ without a gold currency, because a certain amount 
“ is required or may be necessary to pay balances. 
“ Our gold is only useful to us to pay our foreign 
“ balances occasionally. In the meantime, until 
“ exchanges can he adjusted, we keep American gold 
“ against our foreign balances. There was a great 
“ outcry for us this year to mint the gold that is 
“ coming out from the Yukon in such large quantities, 
<c supposed to be ten millions of dollars, but, as I 
“ pointed out to the Government, the gold is really 
“ no use to us till it passes out of the country giving 
“ us credit balances in other countries? to draw against. 
“ The gold minted would only remain in the vaults 
“ of the bank, so that it would be no possible good at 
“ all.” Is not that an absence of a gold currency ? — 
Certainly not in my view. It is a confusion of the 
two senses of the word currency. Mr. Clouston is 
perfectly right ; he says there is no gold circulating 
in the material form of coin in Canada, just as 
regarding the internal trade of England you may 
almost say there is no gold circulating in this country, 
because it is represented by cheques and by bank 
notes, all of them involving immediate return in gold. 
Mr. Clouston is perfectly right. I have no doubt that 
there is no such thing in Canada. I remember 
exactly what he says, and I remember also what we 
had before us about the monetary law of Canada at 
the Paris Conference of 1878. 

12.777. How do you differentiate this from India; 
why cannot India have the same system ? I under- 
stand you to say that a gold standard is impossible 
without a gold currency. Then. I understand you to 
say that a gold currency does not mean the actual 
pieces of gold ; it means something circulating whether 
paper or silver or anything else which represents gold ? 
— Convertible on demand into gold. 

12.778. Very well. Now what is the objection to 
that in India? — Because, so far as I know at present, 
there has been no such proposal by the Indian 
Government that they are to take the enormous 
responsibility of converting into gold on demand all 
the rupees existing in solution, you may call it, in 
possession of the population — all the rupees in hoard 
and in circulation. 

12.779. Then your objection really comes to this, 
that the risk would he too great ? — The risk of 
convertibility would be absolutely too great, and in 
that I think I am supported by a great many people, 
probably by the Indian Government themselves, and 
certainly by a great many of those who have given 
evidence before this Committee. Sir Eobert Giffen, 

I remember, argued this point very strongly, hut at 
questions 10,212 to 10,216 he reduces the whole 
thing to what I should call a reductio ad absurdum 
or rather a reductio ad ivipossibile ; because he shows 
what the risks would really be and what the total 
amount of risk is that the Government would have to 
run — I do not mean in money, but the total amount 
of risk the Government would have to undertake. 

12.780. I think he wound tip by saying that, if 
convertibility could be assured, he would not object to 
it ? — Yes, I think that is so; but I would add to his 
objections the consideration that, if the British 
Government were really to guarantee either the 
convertibility of the rupee or the Indian gold debt, it 
would surely involve the continual interference of the 
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British Parliament, with the executive administration 
of Indian affairs. 

12.781. Now is there any other objection that you 
have except the risk ? What do you say about the 
hoarding ? Do you think there is a large amount of 
gold hoarded in India ? — I have not the least doubt 
of it, but I only take that from what others tell me. 

I am told, for instance, by Mr. Harrison, who is the 
only one, so far as I know, who has given a 
computation, not an opinion only, that there are 
300 crores of uncoined silver in hoard. 

12.782. At all events he is of opinion, and you are 
of opinion that there is a large amount of gold in hoard 
in India ? — Gold ? 

12.783. Yes, I ara talking of gold? — I was talking 
of convertibility, for which the Government itself 
needed to possess gold. I do not know anything 
about gold being hoarded, except that it has been 
computed by somebody or other that there are 
300 millions sterling of it in hoard. As to this it may 
be well to bear in mind what was said by Sir David 
Barbour — there could not be a better judge — in liis 
address to the Society of Arts, on the 2Sth of last 
April : — 

“ Some people said, if a gold standard were intro- 
duced, enormous quantities of gold would he brought 
out from hoards of private persons and used as a 
circulating medium. Pie wished to speak with 
consideration of his opponents, hut, if anybody niade 
a statement of that sort, in his opinion he was not 
merely incorrect, but a man whose opinion you had 
better avoid taking on anything in connection with the 
currency. If a silver standard were introduced into 
this country, would the people who had silver teapots 
and other articles of plate melt them clown and throw 
them into the circulation ? The thing was absurd. 
Of course, they did not know' much about Indian ladies, 
who usually lived in the seclusion of the zenana, but 
he believed they bad as much influence in families as 
the ladies in this country, which was saying a great 
deal, and, if an '.Indian went to liis wife and. told her 
that the Government had made gold a legal tender, 
that he proposed to melt down her gold bracelets, and 
put them into circulation, he did not think he would 
meet with a very favourable reception. What might 
be expected to happen and what would happen, when 
gold began to circulate as a portion of the Indian 
currency, would be that there would be a greater 
tendency to withdraw it and hoard it.” 

12,781. The evidence before us as near as we can 
tell is that there is Rx. 120,000,000 now in circulation 
. — the silver currency in India represents that ? — 
In circulation, I agree. 

12.785. And nobody knows what the amount is 
that is hoarded ? — Quite so, but you are speaking of 
silver now. 

12.786. I am talking of silver. With reference 
to the silver currency, the opinion of Mr. Harrison 
and other competent persons is that the amount in 
circulation is about Rx. 120,000,000 ; then there are 
also the hoards and the ornaments ? — Yes, I should 
say so, generally. 

12.787. Taking the experience of the past famine 
and various other tests which have been applied by 
different authorities, they seem to have arrived at the 
conclusion that the amount of hoarded rupees has been 
exaggerated ? — I am quite incapable of pronouncing 
upon that at all, but let me say that the testimony 
of Mr. Harrison gives some basis, I think. He has 
to take an unknown quantity, *r, for the amount that 
originally was at any definite time in India ; then he 
takes the import of the silver and the export, and the 
melting down into ornaments, and he puts the figure 
at 300 crores. Sir Antony MacDonnell says there is 
three times as much in coined silver as there is in 
uncoined ; that is, that three-fourths of the whole 
quantity is in rupees. It makes a very enormous sum 
if Mr. Harrison and Sir Antony are both right. I 
cannot pronounce upon that, and I believe nobody can, 
for 4he reasons that you have given. 


12,788-0. Before we leave this question, I want to 
ask you one other question. What differentiates 
England and India with respect to the convertibility 
of their silver currency ? We have a silver currency 
here which is not convertible ? — We have certain notes 
printed upon silver for a twentieth part of a sovereign, 
which arc not convertible, and which are not legal 
tender. 

12.790. Not legal tender beyond 40. ? — Well, that 
is not legal tender practically. Nobody ever pays 40s. 
in silver that I know of. 

12.791. And yet for all practical purposes a shilling 
is the twentieth part of a sovereign ? — It serves the 
purpose well ; nobody cares what it is worth. 

12.792. And there is no responsibility on the Govern- 
ment in respect of that silver currency ? — None at 
all. You mean to say there is no responsibility for 
conversion ? 

12.793. Yes ? — None at all. 

12.794. The Government controls the amount that 
is in circulation ? — The Government, you may say — 
it is the Bank of England. 

12.795. The Master of the Mint, who is the 
Chancellor of the Exchequer, controls it ; the Master 
of the Mint looks to the Bank of England to say what 
should be put into circulation, and that is done ? — 
Yes. 

12.796. That is merely machinery ? — That is merely 
machinery. 

12.797. The ultimate authority which settles the 
amount of the silver currency of this country is the 
Government of the day ? — Yes, in a manner, and to 
this extent : a Government of a past day has settled 
the silver currency, but no Government has any real 
influence on the amount issued. 

12.798. The Government of the day acts through 
the machinery of tlie Bank of England — or is advised, 
if you like, by the Bank of England ; hut, at any rate, 
nobody 1ms a right to take a bar of silver to the Bank 
of England and have it coined ? — Just so, as to the 
public right ; but I thiulc I bad better inform the 
Committee as to what the practice with regard to our 
token currency really is. Whatever may be the 
theory, the fact is that the orders for its coinage, or 
for treating it when “worn,” do not emanate from the 
Government, or from that member of it who is Master 
of the Mint. The Bank of England is the Adminis- 
trator of the silver coinage, being guided solely by the 
demand, and having no need to ask permission of any 
one. If the needs of trade, shown by the applications 
of other bankers, require more silver than they have, 
the bank supplies them from existing stock in the 
banks ; or, if there is none but garbled silver only, 
that is sent into the mint for recoinage and paid for 
by the mint authorities ; or, if there is none at all, the 
hank sends a requisition to the Mint for new coin, the 
Mint buying the bar silver in the market, and the bank 
paying the lace value of the coins supplied. Thus, 
the token coinage of England and Wales is in no 
sense a u managed ” currency, as the Indian rupee 
coinage is since June 1893. It is really automatic, 
regulated by the wants of trade, but administered (as 
the gold coinage also is in practice) by the bank. As 
a matter of finance, the whole operation is for account 
of the Government, and the Exchequer makes the 
profit. Thus a large profit accrued to it in 1889, 
when Mr. Goscheu caused the dockyard wages (when 
under 21.) to he paid in silver. But the business 
followed the usual course — the dock authorities applied 
to their bankers ; the bankers applied to the Bank of 
England; the Bank of England (as new coin was 
wanted) applied to the Mint ; and the Mint supplied 
the coin. So also, when there was a scarcity of silver 
coin in the provinces, caused by the reluctance of the 
country bankers to pay the cost of transit from the 
bank, the Government (in May 1889) agreed to bear 
the charge, and instructed the bank accordingly. 
There has been redundance also — real redundance, not 
the so-called redundance of Indian dispatches — more 
silver being out than trade needed. When that was 
the case, as it could not be exported, it had to 
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JRt. Hon. accumulate in the bank until, as above described, it 

Lord could find its way out again. Thus in 1896-7, we 

Aldenham . Reid 2,000,00 01 . ; and now, trade improving and using 

iam iTiftoq more > 1,600,000/. Let me correct two errors, one of 
are # which, at least, has been made before this Committee. 

There is no convertibility. We always do what we 
can to give gold coin for silver coin and silver coin 
for gold coin to applicants ; but the public has no 
legal right to demand it, and the bank makes a charge 
of so much per 100/. for any large sum of silver paid 
in. It is altogether a mistake to say that our silver 
coins are saved from going to a discount by the issue 
being limited. Whereas, on the one hand, it is scarcely 
possible to issue a shilling more than the public at the 
moment needs, on the other hand, there is absolutely no 
limit to the issue so far as the public needs it. When 
it no longer needs it, and it becomes redundant by the 
falling off of trade, it is buried in the appropriate 
vault, as I have said before, and awaits resurrection. 
It is the limit of legal tender which is the safeguard, 
and obviously renders depreciation impossible. 

12.799. Then, in England, we have a silver cur- 
rency up to 40$. ; and for all practical purposes of 
everyday life we have a gold standard P — And 
currency. 

12.800. And a gold currency also. Now, would 
you just tell us where you draw the broad line of 
distinction between England and India with regard 
to that P — The silver currency of India is full legal 
tender, and practically the standard of the country. 
The English silver currency, which, as I say, are 
mere inconvertible notes, are not the standard of the 
country any more than the bank-note is the standard 
itself. 

12.801. Then your point is the tender limit ? — Yes, 
certainly unlimited legal tender makes it money ; 
limited legal tender makes it a substitute for money. 

12.802. Then the great bulk of the transactions in 
India — I think one-half of them — are in copper. I 
am talking of the internal trade ? — Yes. 

12.803. And there is a remaining very large pro- 
portion in silver ? — Yes. 

12 ? 804. Except the foreign trade, there would be 
very few transactions in India of amounts requiring 
the use of gold ? — Very few indeed, I should think. 

12.805. Does that remove the difficulties from 
your mind as to a gold standard ? — It seems to me to 
add to them. 

12.806. Will you tell me how ? — I fail to follow 
that. Because gold is not wanted and is not used, 
therefore, as I understand you to say, you think gold 
would be a good standard for India. I think quite 
the contrary. 

12.807. You say that a gold currency is inseparable 
from a gold standard ? — Certainly. 

12.808. A gold currency would be wanted for 
a very small amount in India ; ^t least I am putting 
that to you ; I am not expressing my own opinion, 
I am putting that to you as a hypothesis ? — I 
understand ; but I should put the matter differently. 
In saying that a gold currency is inseparable from a 
gold standard, what I mean is that that which has not 
a gold currency is not a gold standard. That is quite 
a different proposition. I do not mean to say that 
when you have a gold standard — what you call a gold 
standard — that necessarily involves the use of gold in 
great quantities; but I say that it is not a gold 
standard, if a man can pay his debts in any quantity 
of silver. You might just as well call it a platinum 
standard, or anything else. 

12.809. What standard is existing in India at this 
moment? You have not an unlimited coinage of 
silver ?■ — I have given my explanation of that. There 
is no standard in India but a debased standard. 

12.810. You think there is none? — It is debased. 
There is a currency which serves in a manner as the 
standard of India. 

12.811. Now, let us come to the point as to the 
negotiations with the United States and France ? — 
But first let me say that the real objection to the 


nominal sold standard, or to any gold standard, is the 
effect on the people. 

12.812. The people of India? — Partly, and on ih e 
people of England in other respects. 

12.813. Will you say what you have to say upon 
those’ points ? — There is the matter of the mode of 
carrying out the gold standard, which Iuis also to be 
considered. I have spoken very strongly about what 
I call a debased standard — debased in a different 
way from the debasement of diminishing the number 
of grains. The proposal that rupee's should he melted 
down seems to me to be contrary to all monetary 
principles. When the money of a country is re- 
dundant — I mean when it is really redundant — not 
redundant in the sense of the despatch of Sir dames 
Westland, but really redundant — the remedy for that is 
the export of that money in course, of trade when the 
time comes. All along specie mav he exported ; but 
the ultimate result resolves itself into an export of 
money in payment of the balance ot trade. Now, 
what the Government propose to do, if money is as 
they think redundant, is to melt down the rupee, 
which is a very different thing from the exporting of 
rupees. When you export rupees, and the tide turns, 
the rupees come back again. When the rupee is 
melted, and you have no open mint to which you can 
take them, the currency is permanently contracted, 
with the view, no doubt, in this instance, as they say, 
to bring in gold instead. If the gold is inconvenient-, 
if the gold is not as convenient as the other, that is an 
interference with the natural How of money to and fro, 
which seems to me to be very objectionable. Tho silver 
circulation, for example, necessary for the removal of 
crops, is diminished ; and that would seem to be a very 
bad thing for the people. It would cause great dis- 
satisfaction, perhaps ultimately disaffection, and that 
would be a very bad thing in any ease. Further, it 
depresses the gold value of silver. If you have a 
quantity of coin taken away from the world and melted 
clown and thrown on the market, it depresses the 
gold value of silver, and increases the economic 
advantage of silver standard competitors with India, 
Then, suppose the Government should acquire gold 
by loan, which is the proposal of the Indian Govern- 
ment, or by melting down rupees and selling the 
bullion, they necessarily must keep that locked up iu 
the Treasury, I imagine, except so far as they want it 
to fill the void made by the movement of the rupee, if 
it serves to fill that void. Then, if they do that, they 
have not got it in the Treasury to serve towards con- 
vertibility, if that should be considered necessary. 
Then, again, private capital can only be attmeted by 
the prospect of profits. Under a gold system traders 
know, and have said before 1 this Committee % I suppose, 
— certainly they have said it outside — that India would 
he handicapped economically, and private capital, there- 
fore, would not be attracted ; whereas, as population 
increases, it is to be hoped that trade would increase 
and would want more circulation. I know that Lord 
Rothschild, Sir John Lubbock, and Mr. Lindsay, and 
others have given evidence against the Indian Govern- 
ment plan, and, on the other hand, Sir James Westland 
gave some very good reasons against Mr. Lindsay’s 
plan. 

12.814. What plan would you recommend P — I am 
coming to my plan. 

12.815. (Sir F. MowatL) I understand you to 
adopt Sir James Westland’s criticism on the Lindsay 
scheme ? — Yes, generally ; and I should like to say this 
about the Lindsay scheme. As a quondam governor of 
the Bank of England I know how that would work. I 
do not quite understand Mr. Lindsay’s scheme. I 
imagined that I did, but different witnesses have given 
different interpretations of it. Mr. Lindsay’s words 
arc “open a current account with the Bank of 
“ England.” Now, to open a current account with 
the Bank of England would merely mean that the 
account of the Indian Council would be enhanced by 
five millions or whatever it might be, to which the 
Bank of England could make no objection whatever. 
But there would be no ear-marking— such a deposit 
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would stand in no different position from any other 
account that they now have with the bank, or any 
other account that I have or anybody else. Thev 
take their chance. But there is yet another sugges- 
tion, and that is that the Government of England 
should come, to the rescue and should guarantee 
the convertibility, and Lord Farrer suggests that the 
Bank of England would be very willing to do that just 
as it really guarantees or provides for the bank note. 
1° that I reply, Lord Farrer has never been a 
governor of the Bank of England or he would not 
suggest such a thing; it is absolutely impossible. 
Neither has he given real consideration to the matter 
of the Government taking such a risk. To Guarantee 
that a certain commodity— for silver is a commodity 
in England — should be always taken in exchange for 
gold is a responsibility which I suspect the Govern- 
ment would not take. They would have in exchange 
for their gold only an accumulating mass of rupees, 
which they. could not re-convert into gold so as to 
supply an immediate demand , nor at all, except by 
sending it to India, and awaiting a remittance of gold 
from the Indian Treasury— if it happened to be there. 
For what purpose would the silver serve ? Neither 
the bank nor the guaranteeing Government can pay 
their . debts with silver. Then again, if Lord Farrer 
is thinking of a deposit of gold bullion, of course 
the Bank of England would take a deposit of gold 
just the same as it would take a service of plate or 
anything else, and place it in its vaults, but that is 
exactly the same as if it were in Calcutta. It could 
by no possibility form part of our reserve. 

12.816. {Chairman.) However, after all, we are a 
very long way off that ? — Oh, yes. 

12.817. If Parliament finally accepted any scheme 
the details could be easily adjusted ? — Could be 
adjusted. 

12.818. As I understand, you disapprove of the 
Government of India’s proposals, especially on the 
ground of the mode in which they deal with what 
they call redundant currency P — Yes, on that and 
other grounds. 

12.819. And you disapprove of Mr. Lindsay’s pro- 

posals on the same ground as Sir James Westland 
does ? — Chiefly. Partly that and partly because what 
you call the details 

12.820. The details would not work out ? — So far 
are they from working out that they affect the 
principle. 

12.821. Now will you proceed? — There is one 
point that has often been insisted upon and which 
you, Sir Henry, did in a manner insist upon, with 
regard to the supposed analogy between France and 
India in respect of the silver currency. In France 
they have what some people call a token currency, 
but which is not a token currency, of course — an 
inferior currency, I should call it — it is not a token, 
because a franc cannot be a token of a franc which is 
what the real monetary unit is ; but the great difference 
between them is that India is a debtor country, and 
France is a creditor country. France does not need 
a balance to export. India does need a balance to 
export. Let me put it in this way : — Is India a 
creditor or a debtor country ; that is to say, does the 
money value of her export, of whatever kind, to the 
rest of the world, exceed or fall short of her imports ? 
Suppose, for the sake of simplicity, that her relations 
were only with England ; are the commodities which 
she sends us greater or less in annual money value 
than the commodities and services which we send or 
have rendered to her ? It is wholly immaterial to 
inquire what the commodities are which we send or 
what the services (represented by home charges) were 
and are. We send her yarns and metals (silver and 
iron and gold) and other things. It matters not for 
the present question what she does with them. She 
may coin her silver or use it as money uncoined, or 
she may make it into bangles or bury it in the earth. 
The money value of all together is the only thing that 
touches our question. Now it is of secondary import- 
ance to inquire whether the operations are wholly 


or only partly in trade operations. It is very useful 
to know the balance of trade, but it is the balance 
of indebtedness, as Mr. Goschen demonstrated 
long ago, with which we are here concerned, 
and that necessarily includes services and the 
debts incurred for them, as well as commodities. 
Thus, even though her export of commodities 
exceeded her imports by 10,000,000/. a year, yet 
India would he a debtor nation; for she owes 
and has to pay some 17,000,000/. for Government 
Home Charges, leaving her debtor for 7,000,000/. 
a year besides the interest and returns on private 
investment in India, which may be taken to he 
7,000,000/. to 10,000,000/. per annum more. To 
show the actual surplus export of commodities I 
produce the following table : — 


Year 

Net Export 
of 

Commodities. 

j 

Average 
Rate of 
Council Bills. 

Sterling. 


Rx. 

s. d. 

£ 

1873-74 - 

17,297,719 

1 10J 

16,000,000 

1897-98 - 

10,618,894 

1 3-407 

6,858,035 

1896-97 - 

19,733,091 

1 2-451 

11,839,848 

1895-96 - 

32,289,810 

1 4 

18,000,000 

1894-95 - 

34,000,000 

1 1 

18,400,000 

1893-94 - 

15,000,000 

1 24 

9,000,000 

1892-93 - 

30,000,000 

1 3“ 

18,750,000 

1891-92 - 

27,000,000 

— 

18,890,000 

1890-91 - 

8,500,000 

1 6 

6,375,000 

1889-90 - 

19,000,000 

1 4 k 

13,000,000 

1888-89 - 

15,000,000 

i 4 

10,250,000 




£131,362,883 


Average of 1 

0 years 

£13,136,288 


Against the average for the same period if home expenditure 
(chargeable to revenue) of 15,684,083Z. 


In the above table I have not taken into account 
en faced rupee paper, which, as enfaced to England or 
re-enfaced to India, forms an addition to exports from 
India and imports into India respectively. Incor- 
porating with the above these exports and imports, as 
shown in the following table, the average balance in 
favour of India is increased by Rl, 42, 14, 150. 

Enfaced Rupee Paper. 


Year. 

Balance Re-enfaced 
to India = 
Imports into India. 

Balance Enfaced 
to England = 
Exports from India. 


Rs. 

Rs. 

1888-89 

— 

74,80,000 

1889-90 

— 

77,99,600 

1890-91 

— 

5,23,72,500 

1891-92 

— 

77,15,460 

1892-93 

1,57,19,800 

— 

1893-94 

1,76,83,200 

— 

1894-95 

53,95,750 

— 

1895-96 

— 

1,72,47,860 

1896-97 

1,28,40,900 



1897-98 

2,67,61,620 

— 


7,84,01,270 

9,26,15,420 


12.822. Your point as to the supposed analogy 
between India and France is this : Suppose a system 
were introduced into India in some respects corre- 
sponding to the system which prevails in France, the 
difference between the two countries is that the one is 
a debtor country and the other is a creditor country ? 

— Exactly. I should say generally that all managed 
schemes are bad. Anything that does not leave the 
currency of a country to work automatically on the 
standard metal of the country is unwholesome and 
ultimately bad for the country itself, whatever advan- 
tage it may give for the moment. 

12.823. And, I suppose, in connection with that, . 
you would share the opinion that has been expressed 
that the currency of a country should as far as possible 

3 


fit. Ugh. 
Lord 

Aldeiiham . 
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Rt. Hon. be totally independent of the Government. P — I can 
1 M° 7 'h hardly say totally independent, when I know that we 

X 621 a m ' are ac ting under the law of 1844, and that no currency 

16 March 1899. at can he independent of the Government, because 

— it must be the Government or the nation that has to 

choose at some time or other what the measure of 
value shall be; as, for example, in England the 
Government has said what the sovereign shall be ; 
but the working of the currency .should be independent. 

12.824. That is the word I should have put in. 
The working of the currency should be independent of 
the Government ? — Exactly. 

12.825. Of course, the Government must legislate ? 
— Certainly. 

12,82(5. But the working of the currency should not 
be controlled by the Government ? — Just so. And 
I may say this: the Act of 1844 limited the powers 
of the Bank of England. Before that, the Bank could 
issue any amount of notes on anything they pleased ; 
the Act limited that to a certain amount. No doubt 
the Government must legislate, but I should put it 
that the daily working of the currency ought to be 
independent of the Government. 

12.827. The Act of 1844 provides that the Bank of 
England shall not issue paper money unless it has 
something against it ? — Yes, with the exception 
prescribed. 

12.828. Except as to the Government debt ? — 
Partly that, and partly, as to the fiduciary issue, on 
securities. 

■ 12,829. Now, have you any other objection to the 
proposal of a gold standard for India ? — It would 
increase the injustice indicted upon the natives by the 
depreciation of their uncoined silver hoards through the 
closing of the mints in 1893. A great deal lias been 
said upon this point, and by people whose opinions 
ought to lie considered. Lord Northbrook, for in- 
stance, whose evidence was very interesting indeed, 
said he thought that practically there was no injustice 
at all. One reason which lias been given for that 
opinion was that the natives did not know it. I 
thought that a very bad reason. I remember a 
member of the then Government saying to me, in 
1893, “ Oli, they will never find it out ” ; and I said 
“ You may depend upon it, some enemy of the British 
“ Raj will be certain to tell them about it.” I told 
this story in 1897 to a member of the present Govern- 
ment, and his answer was, “ They have found it out/’ 
But, even if they had not, it is to my mind no sufficient, 
argument to say that an injustice has not been 
done because it has not been found out. Louis NIV. 
used to say that he was super grawmaticam ; but the 
Indian Government is not super arithmeticam. If a 
man could take out of his hoards 180 grains of silver 
and at his own pleasure get a rupee for it, whereas he 
has now to take 258 grains, there can he no question 
but that he has suffered an injustice. But it has 
been urged on the other side that prices have fallen ; 

I think that point has been advanced by Lord Farrer. 
Now, suppose a depositor in the Savings Bank here 
were told, “ Prices have fallen enormously in England, 

“ and therefore, instead of giving you the whole of 
“ your capital, we will give you (50 per cent, of it 
that would be an injustice, and none the less an 
injustice because it might lie argued that the depositor 
would not feel it. It is that sort of injustice that is 
inflicted on the natives of India, and, once that is 
brought clearly before them, it is inevitable that it 
must produce dissatisfaction, perhaps something worse. 

I do not know anything about India, but I am told 
that this matter has come before the natives. One of 
the witnesses before this Committee, Mr. Barclay, I 
think it was, gave evidence as to that, and showed 
that the native press had taken the matter up. 

12.830. You think it would be unjust to the natives 
of India as depreciating the value of their hoards ? — 
Certainly. 

12.831. And you do not attach any importance to 
^ the statement that they are ignorant in the matter, or 

that the action of* the Government has really very 
* much increased the value of the rupee since 1893 ? — 


No. That is the only other thing I have to say on 
that matter. I do not; see that the action of the 
Government, has increased the value of the rupee. 
Prices have not altered very much in India. It has 
made a difference in the gold value of the rupee, hut 
I do not see that that affects the common people in 
India except in the most indirect, and distant way, 
and a way which they can never understand or appre- 
ciate. Then, it is said that, the native princes have 
been compensated for the loss on their silver by the 
non-rlopreciat ion of rupee paper; but to establish this, 
let us suppose that their hoarding in rupee paper was 
equal to their hoarding of silver; and then it, must; be 
shown — and it has not been shown — that tin* gain 
by the arrest of further depreciation of, we will say, 
Ik 100 in paper, was sufficient to makeup for the loss 
on 18,000 grains (weight of Rs.100) of silver. Then 
another thing has been said. It lias been proposed 
to raise loans here in England, and it has been urged 
that that would be a heavy strain on the Bank of 
England. I do not think anything of that at all The 
Bank of England will iind anything you happen to 
want ; but, at whose cost P If there be any great drain 
on the Bank of England, it must necessarily be at the 
cost of the discount other people have to pay, and, 
perhaps, of a check to their power of obtaining 
accommodation. They suffer if the Bank does not. 

12.832. How about the payment of taxes by the 
people of India; their taxes are paid in rupees, and 
the taxes are increased or decreased according to the 
gold value of the rupee ? — According to the. gold 
value of the rupee, so far as regards the amount that, 
has to be remitted to England to pav debt. 

12.833. A large number of witnesses say that 
it would be necessary, if the. rupee went, down to 
its bullion value, to increase the taxation of India, and 
that it would not be safe either politically or on other 
grounds to increase the taxation of India ? — You are 
much better judges of that than I can possibly he. 

12.834. But I should like to hear what you 
think of that argument ? — I think it- bases itself, to 
begin with, on a certainty which does not exist 
of the amount of the fall that there would he in the 
rupee. It takes no account of what would happen if 
the mints were opened — the good that, would result, 
to he set against, any evil that would conn*,. Ami, as 
to the increase of taxation, you have, as I have 
already said, taxed the people without, their knowing 
it, and you would have to tax them with their 
knowing it, where you could. 

12.835. Have you read Sir Anthony MacDonnell’s 
evidence? — Yes. 

12.836. At Question 5781 he says this: “You think 
that, if the rate of exchange were lowered to the 
bullion value of the rupee, that would involve such 
discon tent as would amount to a grave political 
danger? — I do not think it would be possible. You 
could not do it without increasing the army and (he 
police, and taking compulsory measures.” Do you 
agree with that ?— I think that argument fails, inas- 
much as Sir Antony treats as a matter of certainty 
the extent of the fall in the bullion value of the rupee. 

12.837. I do not know what the Indian Govern- 
ment are going to do ; we shall have their budget in 
a few days ; but at all events, owing to the work of 
the system of 1893, which has kept up exchange to 
l.s*. 4 <7., there will probably be so large a surplus that, 
if they thought it wise, it would he possible for the 
Government of India to make a considerable reduction 
in taxation ? — It would be a good thing ; but- l remem- 
ber that, when the. rupee went, down even to D. 1 d., 
the Government still had a surplus. 

12.838. You desire to ony something with reference 
to the question that lias been raised as to the 
amount of gold available?* — The (Join mi t, tee have 
Jieaid a great deal about, the unlimited supplies of 
gold. On this subject I would like to refer to a 
paper communicated to the Manchester Literary and 
Philosophical Society last year by Professor Suess, of 
Vienna, who is the greatest authority on the geological 
distribution of the precious metals. I have endeavoured 
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to condense the paper, but it is so absolutely full of 
matter germane to this enquiry, that I have thought 
it better to put it in in e>vfeuso as an Appendix. 

12,839. Now will you tell us what you have to 
say as to the closing in 1897 of the negotiations 
with the Governments of the United States and 
France ? — I regret very much that the negotiations of 
1897 were summarily closed. I had a great deal to 
do with the 'pourparlers in the matter. Sir Michael 
Hicks-Beacli asked the opinion of the Governors of 
the Bank and myself with two other ex-Governors. 

I thought that the negotiations should have been 
kept on foot. I do not say that the negotiations 
should have resulted in the immediate adoption 
of those measures, for two reasons. One was the 
French suggestion of a sort of Sherman Act for 
England, which I thought would be a very foolish 
and futile thing ; that would have to be rejected. 
The other was that one could not fail to appreciate the 
enormous wrench which would take place if the ratio 
were suddenly moved up to its old position of' 15^ to 1. 

I had no doubt that that would be a very serious 
difficulty, though, when that difficulty was once got 
over, when the battle that it would cause was over, 
and the wounds cured, it would be in some measure 
as it was before 1873. I may mention here that 
a man who was one of our principal China 
merchants wrote to me and said : “ I hope that 
whatever happens they will not take 15f- to 1 ; it will 
be a most dreadful thing; it will subject us to all 
manner of losses on existing contracts ” ; and he gave 
me his reasons. I was going to answer this corre- 
spondent, and point, out that it was not at all for me to 
say what the decision would be, when I had another 
letter from him, saying, “ I confirm all I said before, 
hut still I would like even the 15J to 1 ; I prefer to 
incur the loss for the sake of the settlement; the 
settlement would be a bad settlement, but still it 
would be a settlement.” That was his view. Then, 
one of the ministers wrote to me and said, “ We feel 
sure that no modifications of the proposals would be 
admitted, and therefore we have not re-opened the 
matter ; we arc certain it could not be done.” I at 
that moment felt sure that the negotiations would not 
have been in vain; but the mischief had been 
accomplished, the edict had gone forth, and so it was 
settled. The proposal that has been made for 
renewing those negotiations has been approved by 
anticipation, and in general terms, by a despatch of 
the Indian Government, dated the 16th September, 
1897. They say on page 13 of the correspondence : — 
“ It seems to us that the difficulty of making the 
arrangement effective will be immensely increased by 
the adoption of a ratio differing so widely from the 
present market ratio. Indeed, even if it could be 
maintained successfully, we should object to that 
ratio in the interests of India, and we recommend 
that your Lordship should, on behalf of India, decline 
to participate in, or do anything to encourage, the 
formation of a union based on that ratio.” 

****** # 

“ In any case, we are of opinion that the true 
interests of India demand that any measures for 
attaining stability in the rate of exchange between 
gold and silver should be based upon a rate not 
greatly differing from 16<L the rupee.” 

* # * * * * * 

« For these reasons therefore, in addition to those 
set forth in the earlier portion of this despatch, we 
recommend that the reply to the request of the 
Governments of France and the United States should 
be in the negative. We presume that a union based 
upon a ratio low enough to suit our interests would 
be unacceptable to France and tbe United States.” 

12,840- You think the decision arrived at in 1897 
in reference to those proposals was an unwise one ? — 
The refusal of the proposals in their then form was 
inevitable, but it is a misfortune that the negotiations 
were not continued; the negotiations ought to have 
been continued. 


12,841. Have you any reason to think that there is Rt. Hon 
any probability of those negotiations being reopened? ju 01 f 
— Yes. I want here to refer to the Report of the Gold en ia m ’ 
and Silver Commission, which stated unanimously in M{lrp u irqq 
F art I., Sections 192 and 193, as follows : — . 

“ Sec. 192. — These considerations seem to suggest 
the existence of some steadying influence in former 
periods, which has now been removed, and which has 
left the silver market subject to the free influence of 
causes the full effect of which was previously kept in 
check. The question, therefore, forces itself upon 
us : Is there any other circumstance calculated to 
affect the relation of silver to gold which distinguishes 
the latter period from the earlier ? 

“ Now, undoubtedly the date which forms the 
dividing line between an epoch of approximate fixity 
in the relative value of gold and silver and one of 
marked instability, is the year when the Bimetallic 
system which had previously been in force in the 
Latin Union ceased to be in full operation ; and we 
are irresistibly led to the conclusion that the operation 
of that system, established as it was in countries the 
population and commerce of which were considerable, 
exerted a material influence upon the relative value 
of the two metals. 

“ So long as that system was in force we think that, 
notwithstanding the changes in the production and the 
use of the precious metals, it kept the market price of 
silver approximately steady at the ratio fixed by law 
between them, namely, 15^ to 1. 

“Sec. 193.— Nor does it appear to us, a priori, 
unreasonable to suppose that the existence in the 
Latin Union of a Bimetallic system with a ratio of 
15 J- to 1 fixed between the two metals, should have 
been capable of keeping the market price of silver 
steady at, approximately, that ratio. 

“The view that it could only affect the market 
price to the extent to which there was a demand for 
it for currency purposes in the Latin Union, or to 
which it was actually taken to the mints of those 
countries, is, we think, fallacious. 

“ The fact that the owner of silver could, in the 
last resort, take it to those mints and have it converted 
into coin which would purchase commodities at the 
ratio of 15£ of silver to one of gold, would, in onr 
opinion, be" likely to affect the price of silver in the 
market generally, whoever the purchaser, and for 
whatever country it was destined. It would enable 
the seller to stand out for a price approximating to 
the legal ratio, and would tend to keep the market 
steady at about that point.” 

And in Part II. of the same Report (Sections 107 
and 136), signed by Lord Farrer and five other 
members of the Committee : — 

“ Far. 107. — ¥e think that in any conditions fairly 
to be contemplated in the future, so far as we can 
forecast them from the experience of the past, a stable 
ratio might he maintained if the nations we have 
alluded to were to accept and strictly adhere to Bi- 
metallism, at the suggested (that is the market) 
ratio. We think that if, in all these countries, gold 
and silver could be freely coined, and thus become 
exchangeable against commodities at a fixed ratio, the 
market value of silver, as measured by gold, would 
conform to that ratio, and not vary to any material 
extent. 

“ We need not enter upon a detailed explanation 
of our reasons for entertaining this view, since they 
will be gathered from what we have already stated 
when discussing the causes of the divergence in the 
relative value of the two metals, and will be^ seen to 
result, in our judgment, as well from a priori 
reasoning as from the experience of the last half ’ 
century” 

“ Far. 136.— It is worthy of consideration whether 
foreign Governments might not be approached with a 
view to ascertain whether they would open their mints 
to a greater extent than at present to the coinage of 
silver, for a given term of years, on an undertaking 
from India that she would not close her mints during 

Gg 4 
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lit Hon. same period. In order to assist such an arrange- 

Lord ment, we think that part of the bullion in the Issue 
Aldenham . Department of the Bank of England might be held in 

- — silver, as permitted by the Bank Act of 1844. 

16 March 1899. ’ \ 

“we are aware that a similar suggestion, made m 

1881, was not accepted, but the possibility that India 
may follow the example of the Latin Union in closing 
her mints, may render the countries forming that 
combination more disposed to entertain the proposal.” 

What they say as to the effect of concurrent mint- 
age of gold and silver has never been seriously 
contested, unless, indeed, an opposite view has been 
advanced before this Committee ; you may have had 
some rebutting evidence. 

12.842. You, I think, hold that sufficient time 
has not yet elapsed to afford a satisfactory test of 
the success of the experiment begun in 1893 ? — I do 
not consider that the circumstances attending the 
experiment yet justify a definite conclusion as to its 
success, or justify the inauguration of a fresh experi- 
ment with a totally new system. The principal 
advantage of abstaining from a fresh experiment 
would be that time would thus be given for the British 
Government to ascertain by negotiations with the 
United States Government the possibility of arrange- 
ments being made under which the Indian mints could 
be re-opened to silver under circumstances which the 
Government of India have indicated as safe and 
satisfactory. 

12.843. You appear rather to favour a fixed par of 
exchange of Is. 4c?. if it could be effected on your 
lines ?— For the present stress ; I mean, I think that 
is what is practicable. 

12.844. That is about 22 J to 1 ? — It is 22 to 1. 
One of the chief reasons why I should prefer to have 
the matter settled now, is that I think there is really 
a possibility that the American Government some of 
these days— not the present Government, but the 
Government of some future day — may take the bit 
between their teeth and re-enact their old ratio ; and 
I think taking 16 to 1 (whether it be 15^ or 16 is of 
no importance) would be a fearful thing for the 
moment. Of course, if they did that, they would do 
it irrespective of the interests of India or England or 
anything else ; they would, as I have put it, be 
simply taking the bit between their teeth. For this 
reason I very much desire that the thing should be 
settled by negotiation in which we should have a 
voice. I think also that France, as well as the United 
States, should come in, but that is rather a matter for 
the consideration of the United States. The negotia- 
tion before was conducted with both nations, the 
United States taking the initiative. The negotiation 
might be opened up with them alone. I have reason 
to believe that the present United States Government 
would not do it without consultation, but I do think 
they would be disposed to adopt it. 

12,845. To adopt the 22 to 1, do you mean ? — Yes, 

I believe they would, and I will give you my reason 
presently for saying that. When Colonel Hay was 
here as ambassador, I had a good deal of conversation 
with him on the subject, and he was thoroughly 
acquainted with my view, namely, that although 
22 to 1 did not really represent the relative value 
counting by stocks of gold and silver, inasmuch as 
the stock of silver would be very much smaller than 
that of gold at such a ratio as that, yet 1 thought it 
was good, having in view the object of the Indian 
Government to maintain a ratio of Is. 4d., which 
would enable them to pay their way. I thought it 
was very desirable to meet that point, so I talked 
with Colonel Hay about it, and he seemed to be 
favourably disposed to my suggestions. But he said 
I out-going ambassador, and of course I have 
no power.” I pointed out that he would have 
considerable influence when he got back to America, 
and assumed office as Secretary of State, and I asked 
him to communicate with me. He waited for some 
time after having gone back; he waited, I think, 


intentionally, till after the Congressional elections, and 
then he wrote me this letter : — 

Department of State, Washington, 
November 25th, ISOS. 

My dear Lord Aldenham — 

I received in due time your first letter and the 
very full and satisfactory memorandum by which it 
was accompanied, and I have since received your kind 
letter of the 9th November, inquiring how far you 
will be justified in expressing the sentiments of this 
Government, in the evidence, which you contemplate 
giving before the Parliamentary Committee. 

I acknowledge myself much at fault in ha ving so long 
delayed an answer to your inquiries, but I think you 
would pardon me if you knew how difficult it. was to 
speak definitely upon such a matter. Our Cabinet, 
like your own, is considerably divided in opinion upon 
the question of practical bimetallism, and, while it is 
true that neither the President nor a majority of my 
colleagues have in the least changed or modified the 
views which they held last year, in regard to the 
great desirability of an international agreement on 
the subject, they all consider that it would not be 
expedient for the Government of the United States to 
re-open the subject at present, in view of the character 
of the answer which was given to the Bimetallic 
Commission by the British Ministry in October of last 
year. They would not be inclined now, any more 
than they were last year, to take any decisive stops 
without full consultation with some at least of the 
more important Governments on the Continent. The 
question of ratio is one which this Government is 
open to consider.” — He writes this in the knowledge 
that I had told him that the Indian Government 
desired a gold value for the rupee of l.w 4 <7. ; this 
would correspond to a ratio 22 to 1. — We have 
no cause to suppose that the French Govern- 
ment is not equally in a position to consider any 
reasonable suggestions respecting the parity between 
gold and silver, but in the present aspect of affairs it 
is not thought advisable for the Government of the 
United States to put forth, either officially or by any 
private suggestion, any definite propositions to the 
Government of England in regard to bimetallism. 1 
am afraid this will not be entirely satisfactory to you, 
and I regret not being able to answer your kind 
enquiries more definitely. With the most/ agreeable 
recollections of my day at Aldenham, and with 
many thanks for all your kindness, 

1 am, dear Lord Aldenham 
Faithfully yours, 

John Hav. 

12,846. Is that a private letter ? — I wrote to 
Colonel Hay as follows : — 

Aldenham House, 
near Elstree, Herts, 

Dear Colonel Hay— February 3, 1890. 

I expect to migrate to London (St. Dunstan’s, 
Regent’s Park) on the 8th, and to be called before the 
Indian Currency Committee early in March, when I 
hope to lay before them the possibilities of joint action 
on the silver question. 

In view of a suggestion in one of my former letters 
to you that I should not communicate the letter which 
you wrote to me on the 25th November last other- 
wise than privately to the Committee, I should not 
have proposed now that ifc should be given openly in 
my evidence, and consequently published in the Blue 
Book for the information of Parliament and the 
British public. 

But, inasmuch as your said letter to me was not 
marked u Private,” it occurs to me that you may not 
be at all averse to its being published ; as you may 
probably think, as I do, that it is of very great im- 
portance to a happy solution of the question that our 
Government and people should know, as clearly as you 
tell me in that letter, that the United States cannot 
now take the initiative, after the adverse answer given 
to the Wolcott Mission, yet that the sentiments of the 
President and of the majority of the Cabinet remained 
unaltered as to the main object to be attained ; and that 
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your Government would be prepared to discuss the 
question of ratio in the direction of adopting a lower 
relative value for silver, if proposals for such discussion 
should come from this side. 

To this I think it very desirable that I should be 
enabled to speak clearly and openly, and not merety 
to the cars of the Committee, with a view of showing 
our people that the objects of commerce generally, 
and of the Indian Exchequer in particular, would be 
bettor promoted by an agreement with the United 
States than by any of the nostrums put before them. 

Of course I shall be strictly guided by your wishes 
in the matter, but I am inclined to think that your uot 
marking your letter “ Private” showed that you 
wished me to use my own discretion, and be guided 
by circumstances, as to how and to what extent I 
should use your letter. 

May I ask you to give as speedy an answer as you 
conveniently can ; because I shall have to study my 
evidence beforehand, and may frame some part of it 
differently according as your wish may be for or 
against the use of your letter without restriction. 

Believe me, always, 

Sincerely yours, 

(Signed) Aldenham. 

In reply to that communication I received the 
following letter : — 

“ Department of State, Washington, 
February 16th 1899. 

“ Dear Lord Aldenham — 

“ I have just received your kind letter of the 3rd. 

“ My letter of the 25th of November was intended 
as a private communication, but I have no objection 
to vour making any use of it which you may think 
expedient. 

I am, with best wishes, 
Faithfully Yours, 

John Hay.” 

The opinions that I have given here are very 
prevalent among all mercantile men. All Manchester 
people, monometallist, bimetallist, and whatever “ ist ” 
it may be, they have all taken that view. I had an 
opportunity yesterday of speaking to Mr. J. Herbert 
Tritton, a banker of very great eminence. He said 
lie would let me know what he thought about the 
matter, and he has written me a statement of what 
he does think. It is not long, and I think it is 
desirable that it should be in the possession of the 
Committee, because he is a man of very considerable 
experience in Lombard Street — which (as is some- 
times said) is the City. This is what he says: 
“ The question put to me to-day opens up very 
“ large issues, and a well considered answer is 
“ impossible in the time at my disposal. Writing 
“ as a convinced monometallist, the metal selected 
“ for the standard in any particular country 
“ being so far as the principle is concerned 
u immaterial, I have looked upon the closing of 
“ the Indian mints as theoretically indefensible, 
“ and the more to be regretted (however great 
“ the cogency of the arguments in its favour fit 
« the time) that it destroyed the only pure mono- 
metallic system other than that of this country 
“ at a time when the maintenance of the principle 
“ was of the greatest importance, and this largely 
u at the instance of the upholders of the monometallic 
“ cause in this country. I am aware of course that the 
“ step was taken partly from a sense of apprehension of 
u possible evils connected with the exchange, partly as 
“ a transitional measure in view of a gold standard. I 
“ may be wrong, but I fail to see how a gold standard 
could be introduced or maintained in India at present 
<c by any means which are reasonably practicable. I 
much fear the present regulated and debased 
" currency (bad as it is) being replaced by a worse 
u regime — viz. a bastard bimetallism. Rather than 
“ go from bad to worse in this way I would extend 
i( the experimental and transitional period, with due 
u regard to the need from time to time of expansion 
u ip the volume of rupees in circulation. It may .be 
" that the international situation will undergo a change 
i Y 3514. 


“ erelong — the United States and France may find 
“ it necessary to their own interests to adopt a 
“ different ratio, even at the cost of calling in and 
“ recoining their silver dollars and 5-franc pieces. If 
“ their new ratio coincided with the rupee at Is, 4 d. 
66 the difficulties on all sides would he materially 
“ diminished. The United States and French proposals 
“ were, 1 thought, rightly rejected in October 1897, but, 
66 if hereafter the only way to re-establish a monorne- 

tallic standard in India, pure and simple, appeared 
“ to be that this country should make approaches to 
tc other countries concerning their monetary systems, 
a equally bad and reprehensible at present, as I 
“ believe, from both the bimetallic and monometallic 
“ point of view, I should hesitate to criticise too 

closely the initial means which might be taken 
“ towards the adoption of systems more nearly 
“ approaching sound theory and practice than do 
6i those afflicting at present the peoples of the Latin 
<c Union, the United States and India.” 

12.847. Now, with reference to the par of exchange ; 
do you or do you not think it desirable to have a 
stable par of exchange ? — Absolutely necessary for 
commerce between gold and silver using countries. 

12.848. Especially between India and Great 
Britain ? — Between India and Great Britain, but 
important to India especially ; really it concerns every- 
thing, but for the purposes of this Committee I 
should say especially to India. 

12.849. Do you consider that the action of the 
Government in 1893, and the system which is now 
in force has secured a stable par of exchange ? — No, 
certainly not. 

12.850. Has it not kept exchange at Is. 4 d. ? — It 
has not kept exchange at Is. 4 cL ; it has arrived at 
Is. 4 d., which is a very different thing. 

12.851. It seems to remain there pretty well now? 
— Yes ; circumstances have been in its favour. 

12.852. We have had both famine and prosperity; 
we have had the two extremes? — Yes, but your 
exports have been favourable as compared with your 
imports. Now the imports are very greatly increasing 
— they naturally would be — and it is the balance of 
export and. import which will determine the question 
for you. I do not say that Is. 4 d. has not been 
reached. 

12.853. Therefore, you do not think that the 
present system may continue? — If you mean the 
system of closed mints, I think it ought not to con- 
tinue, except so far as to allow the Government to 
satisfy yourselves of the experiment before they 
bring in their undecided and undefined experiment- 
of a gold standard. I say undefined, because nobody 
has as yet succeeded in defining it. 

12.854. Do you consider that the proper policy to 
pursue now is to continue the experiment a little 
longer ? — That is my opinion. 

12.855. ( Lord Balfour of Burleigh.) Do I under- 
stand that you endorse the views expressed by Mr. 
Tritton in the paper you have just read ? — Yes, 
generally. 

12.856. But he says he is a monometallist? — I do 
nqfc care about that, because, monometallist and 
bimetallist, we are all agreed on this point. 

12.857. (Chairman.) I take it that the opinion you 
have propounded to us this morning, you give not 
as a monometallist or a bimetallist, but as founded 
on financial grounds outside that controversy alto- 
gether ? — Oh yes. 

12.858. ( Lord Balfour of Burleigh) This gentle- 
man differs from you in respect of the proposals 
of France and the United States being rightly 
rejected ? — I said it was a great pity that they were 
so prematurely rejected without an attempt to bring 
about a modification. 

12.859. Mr. Tritton says here “ The United States 

and French proposals were, I thought, rightly 

“ rejected that year ” ? — That is what I also said. I 
said the 15^ to 1 was no doubt attended with some 
risk, and that it was no wonder that even -on that 
score it was not aoceptedy but that the proposal of the 
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~ 12,860. As. I understand it, you condemned the 

16 Mare i . Government of which I have the honour to be a 
member for closing the negotiations in 1807 ? — 
Yes. 

12.861. But you are aware that the French Govern- 
ment made it a sine qua non that, if there was to he 
any ratio established, it was to be 15* to 1, and they 
would take nothing else ? — That was, I believe, the 
case then. I have only the printed correspondence to 
judge by; hut I take it from you that it was a sine 
qua non . 

12.862. If so, if the French Government put it to 
us that they would under no circumstances take any 
ratio but J5J to 1, what honest course could the 
Government take except to close the negotiations ? — 
We know now that a modification is possible, if it 
was not then. 

12,865. We could only act on the information we 
had at the time. However, I only put this to you 
because, if you had been doubtful about it all, I would 
have quoted you passages to show that that was the 
case. I think we may assume that it was the case 
that at that time the French Government took up 
the position that they would not take part in 
establishing any ratio except lot to 1 P — I think 
that is so, but the negotiation was initiated by the 
United States, who had not made that peremptory 
condition, and it was quite competent for the 
Government to say “ we will negotiate with you.” As a 
matter of fact, I knew at the time that the United 
States would have negotiated on the subject and you 
might have left them to settle matters with the French. 

12,864. You of course may have known things that 
were not within the knowledge of Her Majesty’s 
Government, hut, assuming that it was the information 
before us that the French Government would deal 
with no ratio except 15^ to 1, I repeat my question — 
what other course could the Government as honest men 
take except to close the negotiations, and say that 
that was not permissible P — As you had determined that 
15ito 1 was inadmissible, of course you could do no other 
than say so ; but I do not see that it followed that you 
must “ close the negotiations.” We must go back a 
little and remember that the Government of which you 
are a member- had expressed no opinion at all at that 
time about the' 15i to , 1 except a tentative opinion ; 
on the contrary, the general tendency was to say as 
I think Mr. Balfour said in the House; — We will do 
this that ana the other, we will open the Indian Mints, 
lor instance, and we are willing to accept these 
negotiations or we will he leniently inclined to these 
negotiations. I think it was quite natural that the 
United States should think that the Government were 
so inclined. I believe it was not on the question 
of 15 1 to 1 only that the negotiation was inter- 
rupted. That was an objection raised by India ; but 
there was also the purchase of 10 millions of silver 
per annum, which, irrespective of India, would have 
made it impossible to accept the proposal as it stood. 

12.865. You used an expression which I understood 
to condemn very specially the proposal of the 
Government of India to melt down a certain number 
of rupees. I understand (perhaps I was wrong, and 
if so you will correct me at once) that you thought 
there was an additional wrongdoing, an additional 
fault in the melting clown of rupees ? — Yes. 

12.866. You said the natural thing would have 
been that, when it was necessary, rupees would have 
been exported ? — Yes ; not, of course, an exportation 
undertaken or managed by the Government. 

12.867. J. want you to explain what difference it 
would make to the people inside India who wanted rupees 
whether the rupees, assuming they were redundant, 
were exported or hoarded or melted down ? — If, would 
make the greatest difference in the world, because 
real redundancy — not redundancy such as is imagined 
by the Indian Government, but real redundancy — 
corrects itself. When you get* a redundant money in . 


the country, I mean money that is more than is 
necessary for the actual working of the trade of the 
country, the result is found in arise of prices in the 
country. The effect of a rise of prices in the country 
is that imports increase, because people send other 
goods from foreign countries in order to take 
advantage of the increased prices. When that has 
happened for a sufficient time the tide turns ; that is 
to say for those imports ; those imports have to be 
paid for, and the balance of trade turns the other way, 
and the money has to be sent hack. How, whether it 
is melted or whether if comes in the form of rupees 
matters not one iota if the mints are open and you 
can turn the silver into the coin of the country that 
is useful for the country. 

12.868. I follow that, but I understood you to 
indicate that the more fact that the rupees were 
melted and not exported would at the moment 
accentuate the difficulties of the people on account of 
increasing the stringency ? — 8o it probably would, 
because the Indian Government, as it seems to me, 
start from a wholly wrong view of redundancy. 
Redundancy is discovered by the people themselves in 
the increase of prices ; but the whole gist of Sir 
James Westland’s despatch is that redundancy means 
impossibility to keep up exchange at Is. -Id., which 
is not the point at all. That is redundancy from the 
point of the Finance Minister of India, namely, 
redundancy which prevents his rupee continuing at a 
value different from its real value. 

12.869. The particular nairow point that I was on 
I will put in this way. The difference to your mind 
between melting and exporting rupees is simply the 
difficulty, in replacing when the demand comes for 
them to be replaced ? — It seems to me a most vicious 
action to withdraw, in that arbitrary manner, currency 
from the people — not the “difficulty” but the “im- 
possibility of replacing.” But it is not merely that : it 
is the arbitrary withdrawal by the Government, acting 
on their own superior authority, of the circulation of the 
country, judging the matter by their own standard 
and not by the standard of the needs of trade — to 
attempt, as the;/ Government does, to force on the 
people on their own most imperfect judgment — on 
their own judgment, which they have no real power 
of forming— that the coinage of the country is redun- 
dant. As all authorities * have' written,, and as histori- 
cally..' lifts'. always , .been shown, that can only be 
properly determined by the course of trade. If it is 
done in the other way it is grandmotherly legislation — - 
to use a phrase that very frequently suggests itself 
nowadays, and usually recoils upon the legislator. 

12.870. (Sir j F. Moicatt.) In order that I may 
exactly understand your Lordship’s views, let me ask 
you this : I think you said that, pending the possibility 
of an international arrangement, you consider that 

the present experiment should not be disturbed? 

I do not want a new experiment put on the top of it. 

12.871. That would contemplate, would it not, that, 
pending such an international agreement, the existing 
means of keeping the rupee at the rate of l.v. 4 d. 
should be continued — that exactly the same state of 
tilings as is going on now should be allowed to con- 
tinue ? — I think it is very bad, but still I think that, for 
the same class of reasons as I objected to the 15^ to I 
it would be objectionable to go straight back to the 
opening of the mints, unless you had some means of 
breaking the fall. I refer to such means as Sir John 
Lubbock has pointed out — the seignorage and import 
duly, each of which has its own defects and each of 
which has its own merits. 

12.872. But I take it from you that, pending some 
international arrangements of, say, 22 to J or there- 
abouts, you consider it would be wise to maintain the 
existing state of things? — Almost necessarily; till the 
negotiation is concluded. If the Government does 
not negotiate, their only wise course would be to 
re-open the mints as speedily as may be, devising the 
best means they can for meeting or mitigating the 
dangers that might result. 
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12,S73. (Mr. Campbell.) You said you would like 
France to come into the suggested international 
arrangement ? — Certainly, and anybody else. 

12.874. Have you any reason to believe that they 
would be open to entertain such a proposal ? — I know 
that, whereas they were indisposed, there is now a 
turn of the tide in that respect, they are certainly 
more willing to entertain the contemplation of such a 
thing. As you will see from Colonel Hay’s letter, he 
also takes that view. 

12.875. But you do not consider their consent 
essential to an agreement ol‘ (hat kind ? — I do not. 

12,870. You think that America and Lilia together 
would from a broad enough basis ? — I should say 
America alone, tlie Indian Mints being opened to 
silver. I do not say America and India together, 
because it would involve putting India upon a bi- 
metallic system, which I do not desire. What I 
mean is that the United States could do it alone, 
because France for eighty years almost alone maintained 
the ratio of 15 A to 1, without a check, and with not 
the slightest difference in the world, aided one may 
say — though the aid was not very great — towards the 
end of the time (it was really nearly a hundred years) 
by the other nations; I cannot say when they began 
to take the same view or adopt the same ratio. I 
remember when Greece and Switzerland were on no 
such ratio. I say that, if France could maintain it 
for that time, the United States could maintain it 
quite as well now. The members of the Gold and 
Silver Commission expressly said that what would 
enable two or three or four nations to maintain that 
ratio depended on their population and commerce. 
How, the population of France was then somewhere 
about 32 or 33 millions ; the population of the United 
States is said to be some 75 milions. The population 
of the whole Latin Union was 75 millions. So that the 
United Stat es have the same population that those other 
countries together had. And then we have to add 
that it is not population only, but commerce ; indeed 
when you talk of commerce you must include popu- 
lation, because, if you have no population to produce 
exports and no population to consume imports, there 
can be no foreign commerce. Now, the commerce 
of the United States, internal and external, is very 
much superior to that of France when France was 
able to maintain the 15|- to 1. Therefore, I say 
1 feel no doubt in my own mind that, as France 
maintained a much more difficult ratio, that of 15 
to 1, the. United States would have no difficulty in 
maintaining 22 to 1. But for political reasons, and 
prudential reasons too, they say we must consult with 
other nations. 

12.877. America would then be bimetallic, on a 
ratio of 22 to 1, whiie India’s currency would be 
mono-metallic silver i — Yes, exactly as it was before. 

12.878. And both countries would be bound to 
coin whatever silver was tendered to them for coinage ? 
— Yes. 

12.879. Taking silver at its present price, about 

27 d. or 2tid. per ounce, to raise its value to 42 d., 
which is about the equivalent of 22 to 1, would he to 
add nearly fifty per cent, to its sterling value ? 1 

suppose it would ; I have not calculated it. 

12.880. The world’s production of silver in 1897 is 
returned at 183,000,000 ounces, worth at the present 
price about 21 millions sterling ? Yes. 

12.881. Then the change in price from 27 a. or 

28 d. to 42 d. would at once raise its value from 21 
millions to 3 1 A millions? — Yes. . ' ' 

12.882. Who would absorb this surplus r It would 
be absorbed in commerce ; the additional value that 
is. You must remember this : all the silver that is 
produced is used. There are no stocks anywhere. 

12.883. I mean, who would absorb this additional 
value ?— Those people who needed the silver. 

12 884. I do not know whether you are aware ot 
the extent to which India took silver befoie the taints 
were closed as compared with the extent to which she 
takes silver now?—^I have not got that at my fingei s 
ends. / . •. -m. ; •' '- 1 


12.885. The difference is small. She takes about 
3 millions’ sterling worth less now than she did before 
the mints were closed ? — In sterling value ? 

12.886. Yes ; so that if she were to go back to her 
old consumption India would only absorb about three 
millions of the surplus? — Yes, that is the difference ; 
and she would take just what, she did before, unless 
anything had happened or did happen to increase the 
trade of India, 

12.887. Then as regards the other silver-using 
countries, what do you think would be the effect of 
a rise of 50 per cent, in the price of silver on the 
demand for these countries ? — r do not think it makes 
any difference at all. The difference in the value, 
you may call it, of gold, makes no difference in the 
quantity of gold that comes to this country or is used. 
What would happen probably would be, I should say, 
a slight increase of prices ; spread over so large an 
area it would be but a slight increase. 

12.888. You mean in silver prices ? — No, an increase 
in silver prices of commodities ; but it could not be 
very great, because there has not been that great 
fall. 


Rt. Hon . 
Lord 

Aldenham. 
16 March 1899 


12.889. But would not a rise in the sterling price of 
silver to 4 2d. mean in silver-using countries a fall in 
silver prices ? — In the gold price of silver, hut not in 
the value of commodities, which is the real thing we 
have to consider. 

12.890. If silver rose from 28d. to 42 c£, would not 
the result be that prices of commodities in silver-using 
countries would fall ? — It has not been the con- 
sequence that they have risen materially when silver 
fell, as measured in gold.. I should say it had very 
little to do with it ; because what does it signify to 
the owner of silver in the interior of India whether 
the price in cowries or the price in gold is different to 
what it was ? 

12 891. As regards the production of silver, what 
would be the effect on that of a rise in price of 50 per 
cen i, ? — I think I may answer that pretty clearly. It 
’would bring into use, or rather into production, all 
those (if any) mines producing recalcitrant ores which 
require a greater expense to bring into use than the 
old price would allow; but no man in the world 
leaves his silver lying idle in his mines when he 
can o-et \cl. an ounce profit on it. I believe those 
who 'are interested in silver or gold get from their 
mines all they can in all cases, till, and even after, it 
shows a loss/ because they always say “next year 
things will be better, there will be better production.” 

12.892. But do you not think a rise of 50 per cent, 
in the value would stimulate the production ? — It does 
with all perishable and consumable commodities, com- 
modities that can he produced at will ; but I do not 
think that is the case with the precious metals. 

12.893. Have you formed any idea as to the extent to 
which,' with the American mints open to silver, America 
mierht be called upon to take and coin silver?— I 
assume you are taking 22 to 1, I do not think she 
would be called upon to take any quantity. France 
was not Hooded with silver (though her mint was 
over- worked), even in 1873, for she coined less m that 
year than in several previous years. All the silver that 
was produced almost came to Europe, except what the 
Americans kept hack for their own purposes. Many 
people say, “ mere is the demand— who will want 
any more silver?” Nobody, perhaps; admit that 
nobody wants any more silver ^ yet if you had a bar 
of silver sent to you, and you found that France, for 
example, would pay 15£ to 1— that France would give 
you 200 francs in account for your kilogramme ot 
silver you would never sell your kilogramme for less 
than that. Why should you ? And the same, what- 
ever the ratio, 

12 894. During the time that the Sherman Act was 
in operation, and when silver was, latterly, at all 
events if anything under 42rf. an ounce, in order to 
keep silver falling still further, was it not the case 
that America had to take 54 million ounces annually ? 
Yes • she bought them at the London price, but it 
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was in Lopes not only to save silver from falling but 
to establish purity. 

12.895. Do you not think that, if you put silver up 
to 42d., you might practically revert to the conditions 
which prevailed then, and that, in order to prevent 
silver failing below 42d., America might again 
have to take something like 54 million ounces 
annually ? — I should think not; I do not see it at all. 
If America wanted more silver for her coinage or any 
other purpose, she would have it. If she did not 
want it, she would not have it. But, whenever the 
demand for silver arose, whether in China or India or 
elsewhere, for manufacturing • purposes cr any other 
purpose whatever, there the American ratio must 
necessarily place a minimum on the price in the 
market. 

12.896. Eut is it so much a question of what America 
would want in regard to silver currency, as of what 
people might send her ? She would be bound to take 
whatever is offered to her P — So was France. 


12,904. If gold were to appreciate and you did g^t 
a premium on gold in America, that would enable 
you to the extent of that premium to buy silver 
cheaper? — I doubt that; I am not quite sure of that. 
The premium would be a charge on The export of gold 
and would have little or no effect on internal prices of 
silver. As to the supposed flooding of the United 
States with silver, the Committee must not forget that 
if any silver were sent thither at the ratio of 22 to 1 
it would have, as money, 37 *6 per cent, (the difference 
between 10 to 1 and 22 to 1) less purchasing power 
as compared with gold, than it now has, and that this 
would be the ease with all silver produced in that 
country which is soused. 

Thus, we may estimate the production of 1898 on 
the known production of 1897 • - $09, 657, 000 

Imports in the fiscal year, 1898 •• 30,929,451 

8100,566,451 


12.897. Whatever silver America coined under 
that regulation would remain with her in currency ? 
— It would remain with her unless and until there 
was any demand externally. 

12.898. If there was a demand externally would it 
not he her gold which would go ? — It would depend 
on what the price of silver was elsewhere. 

12.899. But who would take her silver? The mints 
of Europe are shut ; there is only India and China ? — 
Well, only India and China ! That is true. I do not 
think it is necessary to go very much farther into 
that. I hold that, if you can get a definite sum 
per ounce anywhere, you will not take less; any 
more than when you can get 3/. 176*. 10^ cl. for your 
ounce of gold you will anywhere take less. 

12.900. Therefore, if, with the competition of the 
Council Bills, India would not pay 4 2d. per ounce 
for silver, the silver would be sent to the 
States ? — The silver would follow where the price of 
silver leads. Then I was going to mention this. During 
the time from 1785 to 1876, France never was over- 
burdened with silver. Owing to the difference of 
ratio there was a change between silver and gold, and 
another change back again; but she never got her 
prices of commodities raised (which is the only test) 
by too great abundance. 

12.901. Would you admit that during the operation 
of the Sherman Act, there were any apprehensions 
of America losing her gold standard and going 
on to silver if the Sherman Act had been ’eon- 
tinued ?— There were plenty of apprehensions ; there 
were always people who said that she never had what 
I call a gold standard ; hut still, there was an appre- 
hension that she might lose the gold she had, and 
she was losing some of it, no doubt. In France, in 
1853, there were serious “apprehensions ” that all 
the silver would go J away, and M. Chevalier proposed 
accordingly that gold should be demonetised. 

12.902. If a similar condition were to come again, 
and America had to take whatever silver was 
offered to her, and to absorb as much as under the 
Sherman Act, do you not think the result would be 
that gold would go to a premium in America ?— I do 
not see why it should, unless it were necessary to pay 
American debts (which you will remember are greatly 
diminishing), in some metal or another ; then, of 
course, she must send a metal that will be accepted by 
other countries ; but it could not happen unless the 
balance of trade was, and continued, against her. 
This last year the balance in her favour was 
120,000,000/. 

12.903. Suppose that gold did go to a premium, 
that would only be another expression for depreciated 
silver?— You might call it so, but I do not think it 
would be accurate. It is all guided by prices of 
commodities, the tfhole thing. I do not care for 
‘depreciation of silver or for appreciation of gold in 
silver, excepting so far as 1 it affects commodities 
generally. Appreciation of gold is a depreciation of 
commodities, of course* we knerty that, and depreciation 
of silver i& an appreciation of commodities. * 


Less exports 


,751,597 


841,811, 854- 

all of which is needed, and used, in the country. 

Now, assuming the figures to be the same as then 
this at a ratio of 22 to 1 would be reduced to 
§27,964,469 ; and the need being the same, the 
balance §16,850,385 would have to be provided by 
additional imports. 

I do not know whence these arc to come, unless 
(1) the imports inro India full off, or (2) the world’s 
production increases. 

(I.) Now is there any reason to expect- that the 
Indian imports of silver will be less? I see the net 
imports iri — 

1896- 7 were about ,€3,400,001) (rupee average 

U. 2dM:yi)[ 

1897- 8 „ 5,200,000 (rupee average 

lx. 3 <7. *393*). 

1865-6 „ 18,000,000 (rupee average 

23^7.). 

(2.) 'Will the world’s product ion increase owing to 
a rise of price to 42d. ? ° 

1 see that 1, ho production in tin* United States has 
steadily increased from 24,518,000 tine ounces in 
1875, when the average price was to 53,860,000 
fine ounces in 1897 when the average price was 
27 9/1 6d. 

This, of course, affords no proof that, production 
will fall off with increased price ; but, it, certainly 
affords no presumption that the production must 
materially increase. The miner will always get all 
that his mine will give him. If silver should abound, 
and prices should rise in the United States, and the 
exchanges should be permanently against the country 
(very doubtful premises) then their §861,514,780 gold 
(about £170,000,000) might be gradually diminished; 
and assuming the impossible, that population and 
commerce remained absolutely stationary, and that 
183,096,090 fine ounces (the production of the whole 
world in 1897) were poured annually in the United 
States, and that, they had to export the whole of 
that sum in gold every year, and produce none at 
all at home (instead of §57,000,000 as in 1897), then, 
and only then, in about years all the gold would go to 
Europe. The mere statement of the conditions shows 
the conclusion to be beyond the pale of possibility. ' 

12.905. ( Mt . Holland .) You have mentioned your 

reasons for objecting in 1893 to the closing of the 
mints. Do you still hold the same views that you 
held in 1893 ? — Yes— that it was a very evil action ; 
and, like many other evil actions, don© with very good 
intent. J b 

12.906. But 1 do not quite understand, from 
what you have said, whether you consider the ex- 
periment of 1893 to have been a failure or a success. 
In one part of your evidence I gathered that you con- 
sidered that it had been a failure ; in another you said 
that it was too early to pronounce judgment ; you say 
you ‘ do not consider that the circumstances attending 
“ the experiment yet justify a definite conclusion.” 
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(Chairman.) What you say is, that you disapproved 
of the plan altogether, you considered it a blunder 
but, now that the blunder has been committed, you 
consider it would be unwise at present to enter upon 
another experiment ? — Exactly. 

12.907. (Mr. Holland.) Do I understand rightly 
that you consider a gold standard to be impossible 
without a gold currency ? — When there is not a gold 
currency, that is to say, when you are not obliged to 
W jour debts in gold, that is not a gold standard. 
That is what I meant. 

12.908. Does your objection to a gold standard 
apply to all the forms of it that have been submitted to 
us by the different witnesses ; do you object to every 
scheme that has been laid before us ? — I have a general 
objection to every one ; that is to say, I do not con- 
sider them a gold standard at all if they have not a 
gold circulation in the form of note or in the form of 
gold, one or the other, or both. 

12.909. Do you consider that, in any scheme for a 
gold standard, convertibility both ways would be essen- 
tiai? — Yes, but that is only saying that it could not 
be had. 

12.910. Are you aware that Lord Farrer sees no 
objection to the Government undertaking the responsi- 
bility ? — I know, but he also says that the Bank of 
England must take the responsibility. 

12.911. You contend that India is at present at a 
disadvantage in competition with silver usino- coun- 
tries ?— Yes. 

12.912. You also contend, I think, that that dis- 
advantage would be increased by the adoption of a gold 
standard. In what respect? — You should not make 
the money of a country diverge from its natural 
value, as has been done in India — a divergence which 
would be increased if India had a real gold standard. 
The ecomornic dangers to India have been excellently 
set forth by Sir Edward Sassoon in a paper read 
before the Society, on which I need say no more, as 1 
understand it will appear in the proceedings of this 
Committee. 

12.913. When the negotiations of 1897 with the 
United States and France fell through, was not 
the door left open for other proposals, if those coun- 
tries had been so minded ? — I should have said that it 
was not, but I have heard some representations 
advanced that the door was not absolutely closed. 
But I think I have been informed by the highest autho- 
rities that it had been closed. It was not closed 
to oilier proposals ; but unquestionably the American 
proposals were peremptorily rejected. They con- 
tained a condition sine q?id non , that the Indian mints 
should be opened to silver; and having regard to the 
following words in Senator Wolcott’s speech in 
January last year, when reporting to the Senate on 
his mission : — 

“ Thus, Mr. President, speaking very briefly and 
very hastily, I have covered the other suggestions that 
were made to the English Government when we 
were requested to indicate what contributions 
England could make. All other proposals, however, 
were of inlinitely small importance compared with 
that respecting the re-opening of the mints of India 
to the unlimited coinage of silver and the repeal of the 
order permitting gold to be paid for Government dues 
and to be exchanged for Government rupees ;” 
it is clear that there had been no insistence on his 
part -on the old ratio. It still seems to me that it 
would have been desirable, in the interests of India 
and England, and of commerce generally, for our 
Government to answer, “ We cannot consent to a ratio 
“ of 15£ to 1 ; but, if the United States are willing 
“ to modify that, and can agree with us as to the 
“ extent of the modification, the chief objection of 
* the Indian Government would be removed.” This 
opportunity again lies before our Government, and I 
mu&t. hope that this Committee will recommend them 
to seize it. It has indeed been suggested that the 
Indian' ’Government apprehend that the United States 
might" grow weary of any such treaty ; but no one, of 
course, seriously believes that there is any fear of its 


infraction by either party, or would fail to see how 
forcible would be the political reasons for maintaining 
such a treaty as I am considering. 

12.914. (Mr. Le Marchcmt.) Do you think, if India 
had a gold currency, the demand for gold would be 
in very large amounts l — I do not, unless it is for 
hoards. That is why I think you will never establish 
a gold currency. 

12.915. In fact the difficulty arises rather from the 
absence of demand ?— Greatly ; that is to say, demand 
for its use as a circulating medium. 

12.916. And, therefore, from there not being a 
sufficient proportion of gold in the circulation? — 
I remember what Mr. Joseph Harris said on that 
point in 1750. Speaking of England he said, “ Silver 
“ is the standard of this country. Make what laws 
“ you please, and silver will still be the standard of 
“ this country.” He was one of Lord Liverpool’s 
chief witnesses. He said, “ When I say it would be 
“ the standard of this country, I mean that it will 
“ be the basis of all ordinary internal operations of 
“ this country.” There is also what he called “a 
standard of merchants,” which is exactly equivalent to 
what Sir John Lubbock calls an exchange standard. 
In those days the people had gold and used it in 
that way ; it was the standard of merchants. In the 
last century, when exchange served, gold came, and 
our merchants amassed it, and used it when they 
wanted it, and at that very time Harris said, “ silver 
“ is our standard, but we must have gold also as 
“ money.” 

12.917. You are aware that in the past gold was 
current in India? — I know it was current in some 
parts of India — in Madras, I think — but I also know 
that it was discontinued. 

12.918. Still there were evidences that it was popular 
locally ? — Yes ,* I think that cuts both ways. It 
could not have prevailed in the ordinary transactions of 
the mass of the people. 

12.919. One question with regard to the par of 
exchange; I gather you are not of opinion that a 
depreciating currency is of advantage to a country ? — 
It is a temporary advantage to shippers — to exporters 
— hut a very great disadvantage to the country. 
India has benefited by a low rate as compared to 
England. When India could sell her wheat, say, at 
40$., and afterwards could get the same quantity of 
rupees selling her wheat at 35$., that was to the 
advantage of India; it was no profit to the country 
generally, but it enabled Indian exporters to undersell 
the unhappy English agriculturalist. 

12.920. Do you regard that as a permanent 
advantage? — Not to the country at all; if I did, I 
should advocate a paper currency. There is a great 
difference between a currency depreciated by the 
action of nature, whether on the metallic measure or 
on the commodities measure, and a currency depre- 
ciated by the action of the Slate. To the former, 
nature herself brings an infallible remedy; to the 
latter, being such as the Indian Government has 
brought about, no remedy can be applied; the 
divergence between the face value of the coin and its 
intrinsic value continually tending to increase. 

12.921. (Sir A . Dent.) You said that you absolutely 
disapproved of a gold standard for India, and one of 
the reasons you gave was that it so largely diminished 
the stock of gold in this country? — It would tend to 
do so if successful. 

,12,922. Will you give a reason why Lombard 
Street, which you say is the City, should object so 
much to a portion of the largely increased supply of 
gold going to India as it now goes to Bussia, Austria* 
or Japan ? Why should Lombard Street ohjept to 
India having gold more than* those counfries?*— 
Lombard Street must, answer for itself, but still T 
take it that what they mean is that the demand at 
present for "those countries that you .spoke .of has been 
sufficient lo absorb the additional production that has 
taken place. . Besides, it is no use for us to object to 
what Bussia may do, and she apparently will go on 
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Bt. Hon . doing it. You may say the same of Austria, only she 

locked up her gold. 

Al denha m . 12,923. Those supplies of gold will probably go on 

16 March 1899. steadily increasing? — That is a matter that we do 

not know anything about. There will be no difficulty 

about getting the gold, but plenty of difficulty about 
the results of getting it. 

12,924. (Chairman.) Is there anything more that 
you wish to say to us ? I remember that you desired 
to amplify your answer to my question about a par 
of exchange ? — A par of exchange, in my opinion, can 
only be attained by the course which I have suggested. 
It may be convenient to the Committee that, in 
conclusion, I should sum up the evidence which I 
have given. 

My objections to the closing of the mints are that 
it has substituted a managed and artificial system, and 
a debased money — the system of money which pre- 
vailed in England in the days of the Plantageuets 
and the Tudors — for the automatic system and honest 
money which has prevailed in India from time 
immemorial, and which is the same in principle as 
that which lias obtained here from 1666 to the present 
day. 

No government can efficiently and beneficially 
regulate the volume of currency, 'which, in a well- 
ordered State, regulates itself according to the needs of 
trade. 

The new departure of 1893 aims only at the 
improvement of Government finance, neglecting the 
interests of the people, whose hoards of uncoined 
silver are arbitrarily lessened in purchasing power, 
and whose trade is imperilled in competition with 
China and other silver-using countries. 

It was but an experiment, the success of which, 
even from the point of view of its authors, is by no 
means assured ; and it will be the more unwise to 
attempt to graft upon it a new and very doubtful 
experiment of a so-called gold standard. 

A monetary standard, of whatever metal, is that by 
which a nation, as a whole, measures its transactions 
in buying and selling ; and in that acceptation there 
can be no doubt what the standard of India is. Make 
what laws you please, it will remain silver. 

But the “ gold standard, 35 as the phrase is used bv 
the Indian Government, is only a suggestion that the 
exporter is to think of his rupees as a varying number 
of English pence, approaching as nearly as possible 
to sixteen, while in bis dealings with 'China, the 
Straits, and Mexico, he still thinks of them as propor- 
tionate parts of a silver dollar. 

As a medium of exchange and measure of value 
used by the Indian people, gold seems impossible, and 
to make the existing rupees a token coinage by limit- 
ing their legal tender, is to subject them to the 
same depreciation as is now suffered by the uncoined 
hoards. 

The whole scheme, in my opinion, must be abortive ; 
but if “successful. 53 or so far as gold could be forced 
on the people, it would cause them dissatisfaction, 
and perhaps disaffection, and, to all gold-using 
countries, a strain on their gold reserves, checking 
such return of cheerfulness to trade as the cessation 
of a period of constant fall in prices has lately 
brought. 

In deprecating the attempt to give a further exten- 
sion to the monetary use of gold, I recall the words 
which Mr. Goschen said to me in Paris — at the 
International Monetary Conference of 1878 — that for 
the good of commerce, gold and silver should be 
shared among the nations, those using gold who 
preferred gold, and those using silver whom silver 
suited best. And again, speaking in the House of 
Commons, April 16, 1690, he said : — 

“I have contended, and I am prepared still to 
contend, that I should prefer the currency of the 
world to depend rather upon two metals than upon 
one. I am not now speakiDg individually of this 
country and the United Kingdom, but I should like 
to see silver pressed into service to do the work of the 
currency of the world, as well as gold, so that the 


currency of the world did not depend on one metal, 
but upon two. 33 

In advocating the policy of furthering the adoption 
by another State, or by other States, of a concurrent 
mintage of gold and silver legal tender money, I am 
fortified by the opinions of the members of the Royal 
Commission on Gold and Silver already referred to 
(No. {2,841 ), and also by the Despatch of the 
Government of India of the 2 1st June, 1892, signed 
by (amongst others) Lord Lansdowne, a. member of 
our present Government, and by Sir David Harbour 
and Sir Charles Crosth waite, members of this Com- 
mittee ; paragraph 8 being as follows :~~ 

66 It may, perhaps, ho desirable to make* known at 
some stage of the proceedings of the Brussels Confer- 
ence our views regarding the introduction of a gold 
standard into India. But this question, as well as the 
question of the. expediency of India negotiating 
directly with the United States of America, as 
suggested in our telegram of I9th May, may stand 
over till the Conference has assembled, and the 
representatives of India are in a position to report 
what the prospects are of a satisfactory solution being 
attained. 33 

The telegram of May 1.9 referred to, is quoted in 
the Despatch as follows : — 

“We desire to call your Lordship's attention to 
paragraph 133 of Part II. of the Final Report of the 
Gold and Silver Commission, and to suggest that, 
failing an International Agreement, it may he* possible 
for India and the United States to come to a direct 
agreement as to coinage of silver .... We are 
of opinion that the time for a merely academic dis- 
cussion of the problem is past, and urge that a 
determined effort, be made to settle the question by 
the adoption of practical measures.” 

I am also fortified by Sir James Wes! hand's Des- 
patch of the 16th September, 1897, paragraphs 2,4, 
and 8, which 1 have already quoted (No. 12,839). 

No. 8 giving a reason for the rejection of the 
American proposals which, as I have shown, rests on 
no certain foundation. 

The adoption by the United States of the ratio of 
22 to 1, proposed in tin*, plan here laid down — 

Would at once end the controversy, and, by estab- 
lishing the par of exchange, would enable the 
Government to open the mints to silver; 

Would give the country automatic money ; 

Would give it a par of exchange with both silver 
and gold-using countries ; 

Would remove the economic disadvantages under 
which it labours in competition with other silver-using 
countries ; 

Would attract capital by the prospect of profitable 
employment, and so help towards the development of 
India ; 

Would save it from the perils of a “ managed cur- 
rency, 33 and would save the Government of India 
from the risk of maintaining the exchange, and from 
the dangerous liabilities which they might incur in 
endeavouring to force a gold standard on the people; 

Would save commerce from the dangers of an 
excessive strain on the gold stocks of the world ; 

Would give 300,000,000 of people a currency 
which they prefer ; 

Would restore their uncoined hoards to their pristine 
value, making them, as before, money at weight for 
weight- — at once a measure of justice and an avoid- 
ance of possible political trouble. 

These advantages are patent lo many men eminent 
in commerce and finance. Lord Northbrook (among 
Statesmen), in his evidence before this Committee, 
claims as one of the recommendations of his plan, 
that it would in no way prechide such an arrangement 
as I have suggested being subsequently concluded. 

The Commerce of Manchester is unanimous on the 
subject. Sir F. Forbes Adam writes me the following 
letter ; — 
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“ Mere Old Hall, 

“ Knutsford, Cheshire, 

“ 14th March, 1899. 

<c Dear Lord Aldenhain, 

“ I am obliged to you for letting me know that you 
are about to appear before Sir Henry Fowler’s Com- 
mittee, and that you intend to give evidence in support 
of the suggestion I made in July last, that it would 
be a satisfactory solution of the Indian Currency 
problem if an arrangement could be made that 
America should open her mints to gold and silver at 
the ratio that is the equivalent of a 1.?. 1 cl. rupee, on 
condition that the Indian Government resumed the 
free coinage of silver. You say you intend to testify 
to the practicability of such an agreement if our 
Government took the matter up and went forward 
with it. This is very important. I have always felt 
that, if it could be brought about, it, would be received 
with approval by the different currency camps in 
Lancashire, and by all shades of opinion. It would 
also suit the Government of India, and reconcile 
divergent views entertained by commercial and other 
authorities in Calcutta. But I was doubtful if 
America would listen. Should you be able to show 
the Committee that there is a reasonable hope of an 
arrangement being possible within a specified time, it 
must carry great weight with them. 

66 Believe me to be, 

“ Very truly yours, 

“ (Signed) F. Forbes Adam” 

And the views of Mr. Barclay, whose opinions on 
the general monetary question are opposed to his, 
have been fully set before you. No one is more 
competent than they to express the views of Man- 
chester, and no part of England is more interested in 
this question than Lancashire, of which Manchester is 
the commercial capital. 

As to the City of London, for which I may venture 
to speak personally, all parties are desirous of seeing 
this long controversy settled. You have heard the 


opinions of Lord Rothschild and Sir John Lubbock, 
and know that they, as well as Mr. Herbert Tritton, 
who may be numbered among the chief representatives 
of finance and banking, have expressed approval of an 
agreement being made on some such basis. 

I mav mention also that Mr. Stephen Ralli, whose 
eminence as a merchant is known to you all, and 
whose combined export and import trade with India 
is by far the greatest, has personally told me that such 
a settlement, if it could be effected, would, in his 
opinion, he the best solution,” and he has authorised 
me to make this declaration upon liis behalf to this 
Committee. He also says that, after making inquiries 
on the subject amongst his friends in the City engaged 
in the Indian trade, lie finds that Mr. R. Williamson, 
of Messrs. Finlay and Co., Mr. Brown, of Messrs. 
Kilburn, Brown and Co., and others, share his opinion ; 
indeed, he says he has “ no doubt that such is the 
opinion of all experienced Indian merchants.” 

I have also been informed by other friends who are 
in a position to know, that this view is largely held 
amongst those engaged in tea planting and other 
productive industries in India and Ceylon. 

To speak of economic authorities who are in favour 
of an international arrangement, I would mention only 
Professor Marshall, whom you have heard, Mr. Courtney 
who is to appear before you, and Professors Foxwell 
and Nicholson. 

If this Committee should recommend the further- 
ance of the plan here proposed, and if, through their 
instrumentality, a par of exchange were secured for 
India’s trade with gold and silver standard countries, 
and not for India’s trade only, hut also for Eng- 
land’s, and indeed for the mutual trade of all gold 
standard and silver standard countries, it is impossible 
to exaggerate the benefit which would accrue to 
commerce. 

Such a consummation would make those old-time 
monetary handmaidens of commerce — -gold and silver 
— once more together do the money work of the 
world. 
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The witness withdrew. 


Mr. Henry Dunning MacLeod called and examined. 


12 925. {Chairman.) You have studied and written 
on economic subjects, and especially currency, for 
the host part of half a century ? — I have. 

12 926. Have you had great banking experience? — 
Yes. * Lt all arose out of my being director of a bank. 
In the beginning of 1854 I was in the directorate of 
a hank, and, from circumstances which I need no 
mention, I was then compelled to examine thoroughly 
and critically the current works on Economics. I at 
once perceived an c-xtremcly grave defect in them -that 
they gave wholly insufficient attention to the history 
and theory of the coinage, which is of supreme im- 
portance in the economics of any country. _ In my 
“ Elements of Political Economy,” published in lbo7, 

I wave a sketch of the history of the coinage of 
England, and in this inquiry I came across the 
doctrine which I have designated as “ G resham s 
I (t w ” and which is now accepted throughout the 
whole world, and which is of supreme importance in 
the sub ject before the Committee. Being then trained 
in mercantile law by one of the most able and accom- 
plished lawyers of his day, Mr. lid ward Bullen, and 
having all the operations of banking going on under 
my own eyes, I found that the writers of these works 
who were, only literary men, never had the faintest 
conception of the great juridical and scientific prin- 
ciples and organisation of the colossal system of credit, 
nor of the mechanism of banking in its various forms. 
Shortly, then, being well conversant . with all the 
subjects which these writers dealt with, I saw that 
though there were many good ideas m them, they 
were such a chaos of confusion and contradictions 
that they were of no use for practical business. 
I then determined to make it, the main business o 
mv life to reduce this chaos of contradictions into 
scientific order, and to raise economics to the rank of 


a great inductive science similar to the standard 
works on physical science. 

12.927. Yon are also very familiar with Indian 
currency questions ? — I have studied the question of 
Indian currency from the dawn of authentic history 
up to the present day. 

12.928. Were you in favour of the closing of the 
Indian mints to silver in 1893 P — I am of opinion 
that it was absolutely indispensable to close the mints 
to the free coinage of silver in 1893 to save the 
Government of India from bankruptcy. As a matter 
of fact, it ought to have been done in 1804. The 
lamentable action of both the Indian and Home 
Governments was the culmination of a long series of 
economic errors which have brought about the 
present disastrous state of Indian finance. 

12.929. Have you any specific reason that you 
would wish to mention in addition to what you have 
already stated ? — No, 1 think that is sufficient. 

12.930. Now, what do you think about the pro- 
position which has been so much pressed upon us to 
re-open the mints to the free coinage of silver?— 
I think it would be simple madness. I was going to 
give you my i*easons for saying that the mints ought 
to have been closed in 1864. 

12.931. We are not empowered to inquire into that 
matter. We are empowered to consider the question 
of the closing of the mints in 1893, and even that is 
rather a preliminary part of our inquiry. I under- 
stand you to say that you consider that that was a 
necessary step in 1893 ?— Absolutely indispensable.^ 

12 932. And that it would be a very foolish thing 
to open them now ?— Yes. From the observations 
I have already made, I am utterly and entire y 
opposed to reversing the policy of 1893 and re- 
opening the mints to the free coinage of silver. In 
F H h 4 
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Mr. H. JD. my opinion such a course would be little short of 
MacLeod. madness. Such a course would inevitably lead to the 
16 Marchl899 bankruptcy of the Indian Government. I may set 

' * before you the losses which India has sustained by 

the unfortunate policy of keeping the mints open to 
the free coinage of silver from 1864, when they ought 
to have been closed, to 1893. The Indian Govern- 
ment acknowledges that every penny which the rupee 
falls necessitates taxation on the people to the amount 
of 1,000,000/., to meet its charges payable in London. 
The fall of the rupee from 2s., at which it was in 
1864, to 1,9. 4c/., which maybe taken as its present 
rate, therefore necessitates taxation to the amount 
of 8,000,000/. a year for the above purpose. I have 
not gone very minutely into the calculation, but I 
think that I may say that the losses by exchange to 
the Government since 1864 have not been less than 
100,000,000/. The Committee, however, can verify 
this estimate for themselves by applying to the India 
Office. Two-fifths of the revenue of India are paid 
in rupees under contracts for terms of years. By the 
fall of the rupee from 2s. to Is. 4:d. the Government 
has lost ^ of -r-ths of its revenue — - r %~, or more than 
13 per cent, of its revenue. These losses have had to 
be made up by laying tax after tax upon the people, 
till it is now acknowledged that India is taxed to 
the very limit of its endurance. Then all British 
officials have lost one-third of their incomes. It is 
true that in some cases a slight compensation has been 
made ; but this compensation does not make up for 
their heavy losses. Numerous officials are now retir- 
ing because their pensions, which are paid in sterling, 
are more than the compensation allowed them in 
India. The fluctuations in the exchange give rise to 
speculations in the exchanges, and, as Copernicus said 
of the gains made by money dealers in collecting good 
coins out of degraded coin, the gains of the specu- 
lators in exchanges are the losses of everyone else. 
It is proved by witnesses that the difference between 
the standards has greatly hampered the trade between 
India and Australia. The difference of the standards 
between England and India has greatly impeded the 
investment of British capital in India, because the 
expected profits may all be swept away by ihe fluc- 
tuations of exchange. If the mints "were re-opened 
to the free coinage of silver, it is estimated that the 
value of the rupee would at once go down to 10c/., 
which would mean additional taxation laid on the 
people to the amount of 6,000,000/., besides the pro- 
portional aggravation of all the other losses I have 
detailed above. But I think that it is probable that 
the rupee would go much lower than lOd. Since the 
Gold and Silver Commission of 1887, the most pro- 
ductive silver mines in the world have been discovered. 

I am informed that at the most productive silver mines 
of Mexico and Australia silver can be produced at 
from 10 d. to 1 id. an ounce. Moreover, by more re- 
fined processes, the cost of producing .silver is being 
constantly reduced. All the depreciated silver in the 
world might be dumped down on India. And I 
think that we might reasonably expect that the value 
of the rupee would go down to 6d., and by no means 
improbably even lower than that, and that would at 
once spell bankruptcy and ruin to India. Some 
persons with a light heart suggest that these further 
losses might he met by additional taxation, but I do 
not think that such persons have well considered the 
effects of attempting to increase the burden of taxa- 
tion to such an extent. Such persons, I think, are 
somewhat similar to M. Ollivier, who entered on the 
Eranco-Prusslan War with a light heart. To attempt 
to increase # the taxation of India by 10,000,000/. 
would, to my thinking, simply mean revolution. 
Moreover, Mr. Lindsay, on this point a very com- 
petent witness, says that the fall of the rupee to II d. 
would cause a great withdrawal of capital from India ; 
still more if it fell, to 6c/. 

12,933. (Sir F. Mo watt.) May I gather from that 
answer that the status quo should be continued ? — No, 

I am against continuing the status quo . The primary 
object of this Committee being to devise a means for 


bringing about a stable par of exchange, barring the 
usual fluctuations of commerce, between England and 
India, as the indispensable preliminary to rectifying 
the monetary system of India, I have shown that 
there is no possibility of attaining such a result, either 
by adopting bimetallism or by re-openmg the mints to 
the free coinage of silver. There remain only two 
alternatives : (1) either to allow the present- status 
quo to continue, or (2) to restore, its ancient gold 
currency to India, hut on an improved system. 
Now, the maintenance of the status quo is as in 
compatible with the object of the Committee as tin* 
two previous suggestions. The Secretary of State for 
India himself declared the present position — t hat is to 
say, the status quo — to be “ intolerable,’' and it is quite 
impossible to bring about a, permanently stable 
exchange between England and India by maintaining 
the status quo. No doubt, during the last IS months 
or so, the exchanges have kept pretty steady, a little 
above, or a little below, Is. 4 d. But that, is a fortunate 
accident and cannot be depended on as a permanence. 
Since 1893 the rupee lias been as low as l\v. 0 ;[*/., and 
there is no reason why it should not be so again. On 
some occasions the rupee has been kept higher by 
manipulating the Council Bills, but that cannot be 
adopted as a permanent system, for obvious reasons. 
Therefore, the maintenance of the status quo must be 
equally ruled out with the other two .suggestions as 
incompatible with the establishment of a stable par of 
exchange between England and India. Having 
carefully and assiduously studied for upwards of forty 
years the history of the coinage in many countries 
and the theory of coinage, I may state it as an incon- 
trovertible fact, demonstrated by experience and by 
argument, that it is impossible to maintain a fixed par 
of exchange between countries which use different 
metals as their standard. It is absolutely impossible 
to establish a stable exchange between England and 
India, barring the usual fluctuations of commerce, 
except by adopting the same metal as the. common 
standard of the two, which practically means declaring 
the sovereign the standard unit both in England and 
India, as was so earnestly demanded by the people of 
India in 1864. 

12,984. That, means that you advocate the effective 
establishment of a gold standard in India?. — Most 
assuredly. 

12.935. Do you contemplate that with or without 
a gold currency ? — Most assuredly with a gold 
currency. 

12.936. lou consider that the, history of the Indian 
currency, ol which you have told us you have made a 
study, shows that a gold currency would be popular 
in India ? I do, most assuredly. The whole history 
of Indian currency shows it. In discussing the 
momentous question before the Committee it will be 
well to dispel two. very prevalent misconceptions. 
(l\) t -ft a very widespread opinion that from the 
earliest antiquity silver was the sole measure of value 
in India, to which the people from time immemorial 
have been habituated, and that it is not possible to 
change the inveterate habits of the people so as 
to induce them to welcome the change from silver 
to gold. (2.) I hat India is too poor a country to 
have a gold currency. Both these assumptions are 
entirely erroneous. In the very earliest ages India 
had only a gold currency ; India produces much gold 
but no silver. But, from a very early period, Western 
nations imported vast quantities of silver into India, 
partly to purchase gold, because gold was cheaper 
there than any when; else — the ratio of silver to gold 
in Persia was 1 to 13; in India it was 1 to 8 — and 
also to purchase; Indian products. India was in those 
days a very highly civilised country, while Western 
nations were still barbarous. Consequently India 
wanted no Western products, and would sell her own 
products for nothing but the precious metals. But 
the silver was only , brought to Northern India, 
because the country of the Lower Indus was the great 
producer of .gold, , There was no $ilvpr ( money in 
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Southern India till 1818, when the East India Com- 
pany forced the silver rupee upon the people for the 
first time against their will. Then, in 1835, the 
East India Company declared their silver rupee to be 
the only legal tender throughout India, while gold 
coins were allowed to circulate at their market value. 
On 1st January 1853 Lord Dalhousie demonetised the 
whole immense gold currency of India. So it is to 
be observed that it is only since 1st January 1853 
that India has been a solely silver-using country, and 
not from time immemorial as is so often supposed. 
Then, to show that the natives greatly prefer gold, I 
have only to refer to the report of the powerful and 
unanimous movement throughout India to have their 
ancient gold currency restored to them, published as 
a Parliamentary Paper in February 1865. As this 
document is in your hands, I need not refer to it, and, 
no doubt, it "will receive due weight from the Com- 
mittee in coming to their decision. Lastly, I think it 
only necessary to cite the evidence of Mr. Lindsay, 
who, strange to say, is such a vehement opponent of 
granting to the people of India what they so ardently 
desire. Mr. Lindsay says that, if the people of India 
hud the opportunity, they would at once restore an 
enormous circulation of gold coins. I fervently trust 
that the Government will gratify this desire as 
speedily as can be done. I think I have said quite 
sufficient to prove the case. 

12,937. Will you give the Committee your views 
on Mr. Lindsay’s scheme ? — I have carefully and 
critically examined the lengthy evidence given by 
Mr. Lindsay before the Committee, partly on account 
of the prominent position held by Mr. Lindsay in the 
Bank of Bengal, and partly because his scheme has 
been received with a certain amount of favour in 
India itself. Mr. Lindsay gives a good many details 
of business, and on these I am in general agreement 
with him. Mr. Lindsay’s object is to restore a gold 
standard to India ; on that point I am in agreement 
with him. But his object is to restore a gold standard 
without a gold currency, ami on that point I am 
utterly opposed to him. Mr. Lindsay admits 
(Q. 3591-2), that, if such a scheme as I propose were 
carried out, it would result in an enormous circulation 
of gold currency in India, and that the natives would 
eagerly adopt it if they had the opportunity. Now, 
as I have submitted to you, the preference of the 
natives is for gold. The silver currency has been 
entirely forced on India by the violent action of the 
Government. Now, if Mr. Lindsay admits that if the 
natives had the chance they would enthusiastically 
adopt the gold currency, I ask, where is the sense of 
forcibly obstructing the wishes of the natives them- 
selves? Mr. Liudsay wishes to throw every possible 
obstacle in the way of establishing a gold currency. 
I, on the contrary, wish to facilitate the wishes of the 
natives in every way that can be done, and to restore 
its ancient gold standard to India as speedily as 
possible. Moreover, suppose that the geld standard 
is restored, is it not obvious that the greater the 
quantity of gold circulating throughout the country, 
the safer and the more stable it will be ? Mr. Lindsay 
has based his scheme on two supposed precedents. 
But I must be permitted to say that Mr. Lindsay has 
quite misconceived these two precedents, and that they 
have no bearing on the present questions ; and I must 
explain them as briefly as possible : — 1. Ricardo's 
Scheme . During the eighteenth century there were 
several monetary panics, and the Bank of England 
surmounted them with great skill. But after 1797, 
when the Banks of England and Ireland were directed 
by Act of Parliament to suspend casli payments, they 
flung away the rules by which they acknowledged 
themselves to be bound while they had to redeem 
their notes in gold. They both adopted a theory 
which they (lug out of Adam Smith. They increased 
their issues of notes enormously. Their notes fell to 
a heavy discount, and consequently the foreign ex- 
changes fell heavily, disorganising commerce. A 
Committee of the House of Commons in 1804 con- 
demned the theory on which the Irish Bank was 
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acting in the severest language. This arrested the 
depreciation of the bank note for a short time. But 
in 1808-9, the Bank of England had again very 
greatly increased its issues of notes, and also the 
country banks had multiplied greatly. The paper 
discounted by the bank in 1795 was 2,946,500/. ; in 
1809, it rose to 15,475,700/.; and the country banks, 
which had been 270 in 1797, increased to 600 in 1808, 
and to 721 in 1810. At the same time, the paper 
price of gold rose from 41. in 1805 to 41. 11.?. in 1S09; 
and the exchange with Hamburg fell from 35.?. Gd. 
in 1805 to 285. Gd. in 1809. At the same time two 
prices prevailed in the country, a gold price of 21s., 
and a paper price of 275. In 1810, the Bullion Com- 
mittee condemned the theory of the Bank of England 
exactly as severely as the Irish Committee had con- 
demned the Bank of Ireland. The House of Commons 
threw out the resolution of the Bullion Committee 
and voted that bank notes and guineas were equal in 
public estimation, which was affirming that 21 was 
equal to 27. The bank being thus freed from all 
control, increased its issues more extravagantly than 
ever. Iu November the paper price of gold was 
51. 10$., and country banks increased from 728 in 
1811 to 940 in 1813, and their notes issued were 
estimated at 25,000,000/. This huge mass of incon- 
vertible paper in circulation depreciated the value of 
the bank note to 145. 2d. In the autumn of 1814 
the country banks began to fail, and during 1815-16 
400 country banks failed, and the amount of notes in 
circulation was little more than half what it was in 
1814. The removal of this mass of paper caused the 
value of the bank note to rise to 31. I85. 6*/. in 
October 1816, and the exchange with Hamburg rose 
to 38. The bank had, on several occasions, inti- 
mated to the Government their perfect ability and 
readiness to resume cash payments, but had always 
been prevented from doing so for political reasons. 
But in November 1816 they had accumulated so much 
treasure that they gave notice that they were ready 
to pay off all their notes dated before the 1st January 
1812, and in April 1817 all their notes dated before 
1st January 1816, In October 1817 their cash had 
increased to 1 1,914,000/., and the bank then said they 
were ready to pay off all their notes dated before 1st 
January 1817. The new coinage was issued in 1817. 
Thus the bank resumed payments in cash entirely of 
their own accord, without any legal compulsion, and, 
if it had not been for certain circumstances, they would 
have finally resumed cash payments in full without 
exciting any remark. But in 1817 Prussia, Austria, 
and other states contracted large loans in order to 
replace their depreciated paper with specie, which 
were largely taken up in this country. In April 1817 
the Exchange began to fall, and the paper price of 
gold to rise. A steady demand for gold set in on the 
bank, and, in pursuance of its notices, 6,756,000/. was 
drawn out of it in gold. The British Government 
reduced its rate of interest on Exchequer bills, and 
the higher rate offered by foreign governments 
increased the demand for gold for export. The bank 
also increased its advances to Government from 
20,000,000/* to 28,000,000/., and the Country Bank 
issues increased by two-thirds since 1816. It was 
clear that the bank would be very soon drained of its 
cash, and on the 6th April 1819 an Act was passed 
to prohibit r.he bank from paying any cash at all. 
The Bullion Committees of the Lords and ;Commons 
were appointed. Bicardo had gained a considerable 
reputation, and he developed liis scheme to these com- 
mittees, and it was adopted by them, and an Act was 
passed to give it effect. He had previously shadowed 
out a plan by which no gold should be paid out of the 
bank except in bars of 60 ounces. The Act, commonly 
called Peel’s Act, enacted (1) Thai the Acts for 
restraining cash payments should finally cease on 
May 1st 1823; (2) That between 1st February and 
1st October 1820 any persons who presented notes to 
the bank of not less value than 60 ounces of gold might 
have payment of them in bars of standard gold bullion at 
the rate of 41. H. per ounce. Between 1st October 1820 
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MacLeod. Between 1st May 1821 and 1st May 1823 the rate 

.., r T’.onn was to be 3/. 1 7s*. 10ie?. After that date payments 

were to be in gold com. N umbers or persons, and 

apparently among them Mr. Lindsay, suppose that the 
bank subsequently resumed cash payments under this 
Act, but such an idea is erroneous. The fact was 
that this Act was a complete dead letter, it never had 
any operation at all. In August 1819 the paper price 
of gold fell to 31. 17.?. 10 J<£ The bank note was there- 
fore at par. Consequently, nobody went to the bank 
to buy gold at 4/. Is., especially in such inconvenient 
quantities, when it was to be had in the open market at 
31. 17.9. 10J<7. Ricardo’s scheme was therefore 
entirely inoperative, and a great nuisance for business. 
The bank then, in 1821, brought in a Bill of their own 
io enable them to resume cash payments. The Statute 
of 1821, c. 20, enacted that the bank might resume 
payments in cash on 1st May 182 L. 2. Scotch Bank*. 
The facts of the Scotch currency case, also cited by 
Mr. Lindsay, are simply these. The Bank of Scotland 
was founded in 1095 with a monopoly for 21 years, 
which expired in 1716, and it was not renewed. It had 
been extremely successful, and, as soon as its monopoly 
expired, many other banking companies started up, and 
among them its powerful rival the Royal Bank. All 
these banks were in a state of mutual hostility, and they 
sought to ruin each other. To guard against this, the 
« Bank of Scotland introduced a clause into their notes 
making them payable on demand or at six months 
after sight, at the option of the directors. All the 
other banks adopted the same plan. The consequence 
was that the whole of the Scotch notes were 
practically inconvertible for six months. The Scotch 
exchange fell 4 per cent., and all the coin was 
exported. At last the two principal banks agreed 
to combine their influence to put an end to this 
nuisance. At their instance the Act 1765, c. 49, was 
passed suppressing all notes under 20.?. and prohibiting 
these being issued with the optional clause, and 
making all notes payable to bearer on demand. In 
consequence' of this, silver at once returned into 
circulation, and since then the Scottish currency has 
never varied from par. It is impossible to see what 
support this case lends to Mr. Lindsay’s scheme. 
Neither of these cases, therefore, lends the least- 
support to Mr. Lindsay’s scheme. Mr. Lindsay 
seems to think that Ricardo’s scheme might be made 
permanent so as to establish a gold standard without 
a gold currency. But Ricardo’s scheme did not 
prevent a gold coinage, for during the time it 
remained on the Statute Book the gold coinage of 
1817 was in circulation throughout the country, and 
was nothing but a nuisance, and it was got rid of as 
quickly as possible. To suppose that such a measure 
should ever be adopted as a permanent system is to 
my mind a pure delusion. Mr. Turner, a director of 
the bank, said in a pamphlet, With regard to the 
“ effect of Mr. Peel’s Bill on the Bank of England, 

“ I can state from having been in the direction during 
“ the last two years that it has been altogether a dead 
“ letter. It has neither accelerated nor retarded the 
“ return to cash payments.” The only *other part of 
Mr. Lindsay’s evidence that I think necessary to refer 
to is that he has given a strong opinion that the whole 
silver currency should be convertible into gold at the 
will of the holder. I should like to be allowed to 
make some remarks on this point. 

12,938. What have you to say on the convertibility 
of the rupee into gold ? — I am greatly surprised that 
some persons have given it as their opinion that, in 
order to maintain a par witli gold, it is necessary that 
the rupee should be convertible into gold at the will 
of the holder. If such an idea were to be adopted, it 
would simply mean that a gold currency could never 
be restored to India. Suppose that the Government 
had many and wealthy enemies, as it might easily 
have. Suppose that these wealthy enemies conspired 
to collect 50 erores of rupees — which they might 
easily do — and suddenly presented them at the Treasury 
and demanded gold for them. The Government would 


simply be bankrupt, no Government would over dare 
to restore a gold currency to India if it wore called 
upon to face such a liability. Nor in any country in 
the world are gold and silver convertible into each 
other. In India itself the gold and silver coins were 
never convertible into each other. They circulated 
independently according to the estimation of* the 
natives. In England, if persons accumulated 20 
million shillings, they could not compel the Bank of 
England to give gold for them. Nor in France is the 
Bank of France bound to give gold for 25 million 
francs. So also in Germany, the United Slates, and 
every other country in the world. Paper currency 
is a promise to pay in coin, and consequently must 
always be redeemable in coin on demand, to i>e kept 
at par with coin. But in no country whatever are 
gold and silver convertible into each other. The way 
that shillings, francs, marks, Ac., are kept on a par 
with gold is — (1) that they are strictly limited in 
quantity and cannot be increased in amount: at the 
will of private persons : (2) then they are declared to 
be equivalent to gold as tender to a certain amount 
in payment of debts and taxes. That is all that is 
necessary to maintain subsidiary token coins at a par 
with the standard coin, as is evidenced in the cast's of 
England, France, Germany, Ac. 

12.939. If there were a gold currency in India, do 
you contemplate that it would be in danger of dis- 
appearing into hoards ? — It has been urged that the 
natives are so given to hoarding that, if a gold currency 
were restored to India, it would immediately disappear 
from circulation and be hoarded away. Such an idea, 
in my opinion, is purely imaginary. Persons who 
urge this seem to he oblivious that, with all the 
inveterate desire of the native's to hoard, there is an 
immense silver currency in India at the present t ime, 
estimated I believe at about 110,000,000/. They 
seem also to be oblivious that, though the natives from 
the earliest antiquity were given to hoarding, there 
was until the 1st Januuary 1853 an immense gold 
currency in India — estimated at 120,000,000/. 
Though Lord Dalhousie’s notification deprived this 
vast gold currency of its quality of’ legal tender, yet. 
it was shown in the Parliamentary Paper of 1865 that 
sovereigns circulated to an immense extent throughout 
all India, by the free consent of the natives, and* were 
most popular among the natives ; and that, they had 
established a gold bar currency among themselves. 
Notwithstanding all the predilections of the natives 
for hoarding, a certain amount of money in circulation 
is indispensable for the business of life, and, as it was 
in the past, so will it be in the future. Let me put the 
case to yourselves. You receive perhaps 1,000/. as part 
of your income. You spend what you may want, 
and then you hoard away the rest — not in your 
own houses, but you pay it into your banking account. 
That, is, you hoard it away at your bankers, and draw 
forth from time to time what you may require. But 
the natives of India do not trust their bankers. They 
are their own bankers and they draw forth from their 
hoards whatever they may want from time to time, 
just as you do here. There is no more danger from 
hoarding in Indie, than from hoarding here. The 
danger, therefore, is purely fanciful. 

12.940. What have you to say as to the rupee 
being a legal tender ?— It will be seen in the 
Parliamentary Paper of 1865, which I have cited, that 
Mr. Parry of the Delhi Bank had, under instructions, 
taken the opinion of the leading merchants ancl 
bankers, and that they had no doubt of the success 
of the restoration of* the goid currency to India, with 
the sovereign as the standurd coin. One native 
banker, who laid agencies in every large town in India, 
said that silver should only be legalised as payment 
for fractional parts of a sovereign. This, in my opinion, 
is far too extreme a measure to be taken at present, 
or at once. In my opinion, the silver rupee should 
be maintained as unlimited legal tender for a con- 
siderable time until India is sufficiently saturated with 
gold. When that is done, I think that silver should 
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be restricted as legal tender to an amount considerably 
exceeding the largest transactions of the poorer 
natives — say, 25/. Then, as the natives would perceive 
tin* great advantage of having gold coins instead of 
cumbrous silver coins, I think that, the limit of silver 
as legal tender should from time to time be cautiously 
and gradually reduced till it reached a minimum. Sir 
Edgar Vincent said that silver was restricted in Egypt 
to 51. as legal tender. I think that this limit — or 
perhaps, say, 10/. — might ultimately be reached in 
India. There is no doubt that, by the increase of 
industry in various forms which is now so rapidly 
progressing in every part of India, the natives will 
become richer, and Indians like all other people will 
prefer to have a sovereign rather than 15 rupees. 
However, all 3uch steps must be taken cautiously and 
gradually by the Indian Government at its own 
discretion, and accordingly, as gold comes into general 
circulation, the Government should reduce the legal 
tender of silver until they reach the limit they think 
best suited for the country. 

12,941. Assuming that a gold currency is introduced 
into India, at what rate do you consider the rupee 
should be taken ? — As a matter of pure economics, the 
mints being closed to the free coinage of silver, the 
Government might fix the rating at anything they 
please. They might fix it at 10 rupees to the 
sovereign. But whether it would be expedient to go 
back to the rate of 1864 is quite another question. 
Mr. Ilollingbery warned the Government in 1875 
that they would find the restoration of the gold 
currency to be quite inevitable, and, the longer they 
delayed it, they would find greater difficulties, 
embarrassments, and expense in doing so. And 
Mr. Hollingbery’s warning has been fully justified. 
When a government persists in a course of economic 
error, a certain number of persons make profits out of 
these errors, and it is only human nature that they 
should strenuously resist reform. This has been the 
case in India. During the continuous fall of the 
rupee since 1864 a large number of conflicting 
interests have grown up in India, and, though it is 
quite in accordance with economic theory that the 
sovereign should be rated at 10 rupees, it would 
practically he impossible to do so with regard to 
existing interests. I think that it is the duty of 
the Government to fix the rating of the sovereign to 
the rupee after due consideration of all the circum- 
stances of the case. Still, a private inquirer like 
myself may offer a suggestion. I have therefore 
carefully studied the opinions of distinguished persons, 
and I find that there is a general consensus of opinion 
that the rupee should be rated at Is. 4c/. or 15 rupees 
to the sovereign. In favour of this course it is to be 
observed that the exchanges have continued very 
closely at this rating. During the continuance of this 
exchange a vast number of contracts must have been 
created, and officials of high eminence have testified 
that such a rating would be in no way injurious to 
agriculture. Of course, the matter must be a 
compromise between conflicting interests, but from all 
the reading and reflection I have given to it it seems 
to me that the rating of the rupee at Is. 4 d., or 15 to 
the sovereign, is the most expedient under the circum- 
stances and would cause less disturbance of private 
interests than any other. It would also be an advantage 
that this rating is most in harmony with the monetary 
system of England, because under it the anna becomes 
the penny, and the sovereign would be 240 anuas — 
which would greatly facilitate accounts between 
England and India. 

12,942. Is it essential that this rating should be 
declared forthwith ? — I consider that this rating 
should be adopted simultaneously with declaring the 
sovereign legal tender throughout India. 

12,9 13. Do you consider that it is possible to find 
what has been described as' a 66 natural rate 55 for the 
rupee as measured by sterling ? — There is no fixed 
u natural rate ” between gold and silver or between 
any two quantities whatever. The “ natural rate ” 
between gold and silver is simply the market rate for 


the time being under the general law of supply and Mr. M. D 

demand. It has been shown by a series of the most MacLeod.- 

illustrious economists for 500 years, and confirmed by ~ 

the experience of the Indian Government in 1806, are 
that this is the fatal and invincible objection to 
bimetalism. It is absolutely impossible to control 
the fluctuating market value of gold and silver, and, 
coins being nothing but pieces of bullion with a stamp 
on them, which in no way affects their value, the 
coins must follow the value of the bullion of which 
they are made. And, consequently, it is impossible to 
preserve a fixed value between the coins, when it is 
impossible to control the fluctuations in the value of 
the metals they are made of. 

12.944. What practical steps should you propose in 
order to establish now a gold currency in India ? — 

Having thus, I venture to hope, cleared away ail ob- 
jections to the restoration of a gold currency to India, 

I will now submit to you the steps I should suggest 
to carry such a thing into effect 

12.945. {Mr. \Le Merchant.) Do you mean a gold 
currency, or a gold standard ? — You cannot have one 
without the other ; I cannot imagine their being 
separate. 

12,046. {Sir F. Mowatt.') Then we may read your 
answer, “ Gold standard and gold currency 55 i — Yes, 

I cannot imagine a gold standard without a gold 
currency. Then the steps I would suggest are : — 

(1.) That the sovereigu should be at once declared 
unlimited legal tender throughout India at the rate of >■ 

15 rupees to the sovereign. (2.) That, in terms of 
the Coinage Act of 1870, c. 10, the Indian mints 
should be declared to be branches of the Royal Mint 
in London, as the Australian mints are. . (3.) That 
the Indian mints should be at once authorised to coin 
sovereigns and half-sovereigns of exactly the same 
weight and fineness as British sovereigns and half- 
sovereigns. 

12,947. {Sir A . Dent.) That would be a branch of 
the Home Mint? — A branch of the Royal Mint, just 
as the Australian mints are branches of our Mint 
here. That the Indian sovereigns and half-sovereigns 
should have free circulation, and be unlimited legal 
tender throughout the Empire. (4.) That the Indian 
mints should be furnished with the necessary ma- 
chinery to carry this resolve into effect as speedily as 
can be done. (5.) That every person who brings gold 
to the mints should be entitled to have it coined into 
sovereigns and half-sovereigns, as he may prefer, 
free of any cost or charge, at the mint price of 
3/. 17a*. lOid. per ounce. (6.) That the Government 
should keep the coinage of silver entirely in its own 
hands. The Government can then extend or restrict 
the coinage of silver, as it may deem necessary and 
expedient for the wants of the people. (7.) That 
silver rupees should, for the present, remain unlimited 
legal tender until the Government deems it expedient 
to restrict silver as legal tender. (8.) That, so long 
as silver remains unlimited legal tender, the India 
Council Bills should be payable in gold or silver, at 
the legal fixed rating, at the option of the Govern- 
ment. (9.) That, so long as silver remains unlimited 
legal tender, all mercantile bills and other obligations 
should be payable in gold or silver at the legal rating 
at the option of the obligor. (10.) That, in case the 
Government should deem it expedient to restrict the 
amount of silver as legal tender, all the obligations 
above mentioned, Council bills, mercantile bills, and 
other obligations, should only he payable at the 
option of the obligor to the amount in silver de- 
clared to be legal tender. Then, as to the means 
of procuring a supply of gold. As a means of 
procuring the necessary supply of gold, I suggest : — 

(1.) That, after a fixed time, giving ample time to 
importers to make preparation, all customs duties in 
India should be paid in gold, or the equivalent of 
gold, such as cheques payable in gold. (2.) Con- 
siderable and increasing quantities of gold are now 
produced from Indian mines. These mines have only 
been opened within a comparatively recent time, but 
several of them are already very prosperous. Ihe 
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M u n mining companies send all their gold to London to be 
MacLeod so ^ ^ or waat ^ fetch, thus incurring losses from 

* freight, insurance, and loss of interest. If the Indian 

16 March 1899 , mints were opened to the free coinage of gold, the 

companies would naturally send their gold to be coined 

at the Indian mints and so save freight, insurance, and 
loss of interest, and greatly tend to increase the 
circulation of gold in India. Some of these mines 
have quadrupled their output since 1892. I have 
been informed that there are known to be extensive 
gold-bearing tracts that have not yet been touched ; 
and new companies are frequently being formed. 
(3.) I cannot say whether sovereigns are held at the 
present day by the natives in such large amounts as 
was proved in 1864. But it is certain that there is 
now a very considerable amount of sovereigns in 
India. During the last year it is stated that 100,000 
sovereigns were sent to the mint at Calcutta, and 
40,000 to the mint of Bombay. If the sovereign were 
declared unlimited legal tender, it can scarcely bo 
doubted but that considerable quantities of sovereigns 
would come out of their hiding places and be restored 
to circulation. (4.) For thousands of years until the 
1st January 1853 India possessed an immense gold 
currency. At the latter date it consisted of a great 
variety of native gold coins and the Company’s gold 
rupees. Up till the 1st January 1853 all this gold 
currency was received at the public treasuries and in 
payment of taxes at its market value in silver rupees. 

' There must be beyond all doubt a very considerable 
amount of this gold currency estimated at 120,000,000/. 
still in existence. I suggest that all this gold currency 
should at once be restored to circulation at its exact 
equivalent value in sovereigns. I suggest that the 
Indian Government should publish a tariff stating 
the exact value of each of these gold coins in relation 
to the sovereign, and that they should all be received 
at the public treasuries and in payment of taxes and 
private debts at their Government valuation. I 
suggest that all sums received at the public treasuries 
and in payment of taxes should at once be sent to 
the mints to be coined into sovereigns and half 
sovereigns. By this means these gold coins would 
gradually disappear from circulation and be replaced 
by sovereigns and half sovereigns, and it would be a 
great convenience to the Indian community to have a 
uniform coinage instead of a vast multiplicity of 
native coins of different weights and fineness. Besides 
the actual coins it is known that immense amounts of 
gold are hoarded away or worn as personal ornaments 
by the natives. Persons of high authority estimate 
it at not less than 300,000,000/. But all such esti- 
mates are purely conjectural. All that can be said 
for certain is that it is something enormous. It is a 
notorious fact that for thousands of years the precious 
metals have been pouring into India. Besides the 
accumulations of former years, it is an official fact that 
since 1835 to the present time the net imports of gold 
into India exceed 160,000,000/. Lord Rothschild said 
in his evidence that in the course of a few years he 
had imported 5,000,000/. of gold into India in the 
form of bars which the native bankers hold as reserves. 
The practice alluded to in the Parliamentary Paper, 
that the natives established a gold currency among 
themselves of bars stamped by the Bombay banks, 
still continues in full vigour at the present day. The 
wealthy bankers of Calcutta, Bombay, and Madras 
hold large reserves in bars of gold and silver bullion. 

I think that the Government might greatly encourage 
the natives to bring their hoarded gold and personal 
ornaments to the mints to be coined, by offering them 
a slight advantage for doing so. I cannot doubt that, 
if the natives could have their hoarded gold coined 
into sovereigns and half sovereigns, especially on 
receiving a small reward, they would greatly prefer 
them to their equivalent in rupees, and thus a great 
gold currency would be restored to India as of old, 
and in this ojffnion Mr. Lindsay thoroughly concurs. 

12,948. (Sir F. Mowatt?) That means that gold 
TVOuld come out of hoards ? — Yes. 


12.949. And would take its place; as currency ? — 
Yes. 

12.950. It would replace ail equivalent amount of 
rupees ? — Yes. 

12.951. Would those rupees go into the hoards 
instead of gold ? — Yes. 

12.952. You do not contemplate an increase in the 
general body of currency ? — No. I should leave that 
to the operation of natural circumstances. Mr. Lindsay 
thoroughly concurs in the opinion that, if the natives 
had a chance of doing it, they would do it. 

12.953. I was asking you whether you contem- 
plated that the result would he to increase, the total 
currency of India, or simply to substitute the 
sovereigns that come out of hoards for the rupees 
that went into the hoards? — .It; would he a very 
gradual operation. 

12.954. (Sir A. Dent*) All that, would happen in 
the first instance, would be this : a man iirst of all 
would turn his gold bars into sovereigns ? — Yes. 

12.955. When he lias got the sovereigns he would 
be in statu quo ; he lias got. sovereigns instead of <mld 
bars ? — That is all. 

12.956. ( Sir F. Mowatt.) But I understand that, 
having got these sovereigns, they would not in your 
view remain in hoard, but would come out. and go 
into the currency ? — Yes. If you road the evidence, 
you will see that it. is overwhelming to that effect. 
The poorest natives of India are obliged to put ui> 
with silver because they cannot do anything else, but 
the evidence is overwhelming that the natives who 
can afford it prefer gold to silver, and very naturally 
so; everybody else does. I suggest that the Indian 
Government, should enter into negotiations with the 
native Princes, and endeavour to persuade them to 
adopt the sovereign as their standard unit. I am 
persuaded they would soon bo brought to perceive its 
advantages. It would unify the monetary system of 
India and greatly facilitate commerce between the 
native; States and the British Dominions. I am 
pleased to observe that three native State-8 have 
already come under this arrangement, and I am per- 
suaded that, if its advantages were prominently 
brought before them, many other States would gradually 
follow. I observe in a telegram from Melbourne of 
February 1st that within a short time upwards of a 
million in gold had been sent from Melbourne to 
India. If the sovereign were declared legal tender in 
India, there would undoubtedly be a large flow of 
Australian gold into India. 

12,957. Then, generally, how do you sum up the 
advantages of these proposals ? — In my opinion, the 
proposals I suggest would have these advantages: 
(1.) A permanently stable exchange being established 
between England and India, and the exchanges being 
always favourable to India, except perhaps in a. few- 
isolated cases, the Government would always make a 
profit on its bills instead of a loss. (2.) The re- 
storation of a gold currency would put an end to 
fluctuations in the exchange, and, therefore, to 
speculations in the exchanges. (3.) It has been 
urged, and not without reason, that the closing of the 
mints to the free coinage of silver has been a hardship 
to the natives, as they are not now able to convert 
their hoarded silver and personal ornaments into 
rupees in case, of necessity. It is, however, an un- 
doubted fact that the natives prefer to have the greater 
part of their hoardings and personal ornaments in gold 
rather than in silver, when they are able to do so, and 
the increasing premium on gold, as compared with 
silver,, has greatly promoted the hoarding of gold* If 
the mints were opened to the free coinage of gold, 
the alleged hardship of closing them to silver 
would be entirely obviated. (4.) They would leave 
the present rupee currency absolutely untouched. 
(5.) They would supply a mass of gold many times 
exceeding the quantity required to restore the ardently 
desired gold currency from the gold already existing 
in India itself, without the necessity of seeking an 
ounce from any foreign market. (6.) They would 
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tend greatly to increase the commerce between India 
and all other departments of the Empire, especially 
Australia, and also other gold-using countries. (7.) 
They will retrieve, as far as can be done, the lament- 
able error of Lord Dalhousie in demonetising the 
immense gold currency of India, and the lamentable 
error of the Indian and Home Governments in ] 861 
.in failhig to close the mints to the free coinage of 
silver, and so re-establishing the gold currency in that 
year at the fixed rate of 10 rupees to the sovereign — 
which have been the causes of the monetary troubles 
which have so long afilicted the country. (8.) They 
would establish a. solid and permanent monetary 
system in Indie, for ever, on exactly the same lines as 
(he British system, which is now universally recog- 
nised as I lie most perfect system ever devised by the 
ingenuity of man, and which has now been adopted 
by an increasing number of civilised Governments. 
(0.) When this system is once fairly established, it 
will be possible to improve the banking and paper 
currency system of India, which is now in a very 
crude and undeveloped state, and which greatly 
needs re-form to meet the growing industrial and com- 
mercial wants of India. (10.) They would greatly tend 
to consolidate the Empire, by adopting the same 
standard unit throughout its extent. 

12.958. If the favourable conditions which have 
maintained a Is. 4 d. exchange should cease, tem- 
porarily or otherwise, would not the existing stock 
of rupees tend to he in excess of the volume required 
for the fixed rating of Is. 4 d. ? — Not after the gold 
currency has once been established and the exchange 
settled in gold. The state of the exchange depends 
exclusively on the state of the coin, or other medium 
in which they are settled, and is in no way affected by 
the depreciation or bad state of any other coins or 
media used used for internal circulation. Several 
striking instances of this may be given. (1.) During 
the great re-coinage in 1693 the Bank of England 
stopped payment. The only medium of settling the 
exchanges was 'hank notes. The bank notes fell to a 
very heavy discount — 25 per cent. The exchange 
with Holland accordingly fell 25 per cent. But in 
July 1696 the new silver coin came out, and the ex- 
changes which were paid in it immediately rose to par, 
while- for 15 months after that the bank note was at a 
discount of as much as 24 per cent., and was not 
brought to par till October 1697. Thus the heavy 
discount of the bank note had no effect on the 
exchanges when the good silver coin was brought into 
circulation. (2.) In 1717 Parliament enacted that 
guineas should be legal tender for 21s., when Sir 
Isaac Newton had shown that they were only worth 
20.v. 8 d. Guineas were thus overvalued by 4c?. 
That over-rating of the guinea caused the whole of 
the good silver to disappear. Gold being the cheaper 
metal, it was settled among merchants that all bills of 
exchange should be paid in gold. Although the legal 
standard was silver, merchants, by custom, made the 
exchanges payable in gold. Thus it was the Bi- 
metallic Law of 1717 which made gold become the 
practical standard in England. Thus the Bimetallic 
Law of 1717 produced monometallism in England as 
it has done in every instance in history. (3.) The 
present silver coinages of England, France, and 
Germany are not worth their legal rating by more 
than 50 per cent. ; and yet this depreciated subsidiary 
currency has no effect whatever on the exchanges, 
because they are settled in gold. 

12.959. Then, under those circumstances, there is no 
need, I think, to ask you the further question — whether 
you would take any steps to meet any such future 
possibility, because you have practically answered 
that in the negative in your answer to the last 
question ? — I soy it is possible that the dangers set 
forth here might occur— I do not say they will, but 
it is possible they might occur during the transition 
from silver to gold. Therefore, my obvious answer is, 
accelerate the transition from silver to gold as fast as 
ever you can. After you have settled it, as’ I say, 


nothing that touches the rupee can affect the exchanges, 
which are always settled in gold. 

12.960. (Mr. Lc Marchant.) You were saying, if 
I understood you rightly, that convertibility was not 
necessary to maintain the par between rupees and 
sovereigns. Are you assuming a favourable condition 
of foreign trade ? Supposing the balance of pay- 
ments were against India, would not the tendency 
be for a premium on gold to come into existence ? — 
But if the exchanges are settled in gold, the rupees 
would not conic into the case at all — -just as here the 
English exchanges are settled in gold, and the value 
of a shilling, which is not really worth more than 
about 5(Z., does not affect the exchanges. 

12.961. Would not that depend upon the proportion 
between the amount of rupees and the gold in 
circulation ? — I do not think so. 

12.962. You would regard the exchange between 
England and India as being stated in terms of 
gold ? — Purely in terms of gold. In no country in 
the world is silver convertible into gold at the will 
of the holder. In France the exchanges are always 
at par, because all the French exchanges are in gold, 
and the enormous live franc currency that there is in 
France does not affect the exchange a bit. 

12.963. Practically, in France it is always possible 
to get gold at the Bank of France ? — By paying a 
premium. 

12.964. In certain cases only ?— -I am not sure, 
but I think it is absolutely at the will ot the Bank of 
France whether it pays drafts upon it in gold or 
silver. 

12.965. It is certainly at their discretion, but, as a 
matter of practice, it is possible to get gold ?-— Yes, 
but they always exact a premium for it. That, 
however, does not affect the exchange. 

12.966. But the exchange on Paris did vary 
in very close correspondence with the premium 
on gold recently ? — I daresay you have gone into that 
more than I have. When a coin goes to a premium it 
disappears from the general circulation. 

12.967. There would necessarily be a tendency, 
would there riot, for gold to leave India at times for 
remittance purposes ?— Those are the cross operations 
of banking. 

12.968. You proposed to offer a bonus upon gold 
paid ’ in by natives of India, giving them some 
advantage ? — Yes, my fixed idea is this, that— not too 
suddenly — you should facilitate the restoration of the 
gold currency. I think, if you gave a small premium, 
say, perhays, 2 or 3 per cent., you would have natives 
bringing their ornaments, their vases, and so forth, 
out to he coined. 

12.969. Would you, at the same time, be giving a 
different rate at the Mint ? Take the rate at the 
Mint as being, for argument’s sake, 15 rupees to the 
sovereign ; would you propose a different- rate for gold 
brought to the Treasuries l — I think it would induce 
people to bring out gold which they otherwise would 
not do, but it is just an idea thrown out. 

12.970. You speak of accelerating the transition 
from silver to gold. A good deal would ^ depend on 
the rapidity with which that could be effected, would 
it not P— ' Yes. I would not borrow 50 millions, as has 
been talked of here ; I would let the operation of 
natural causes act in India itself. I would send this 
out by telegraph to-morrow, simply to declare the 
rupee legal tender at Is. 4 d . — nothing else for the 
present — just to bring it out into circulation, which 
would be gradual. 

12.971. You would contemplate an interval of pos- 
sibly some years ? — No, I do not. contemplate an 
interval of years. 

12.972. Can you say anything as to the time in 
which those measures would effectively establish 
the gold standard ? — That would depend greatly on 
the energy with which the Government took up the. 
question. All I say is that it would have to be a 

gradual thing. . _ . . , ^ 

12.973. Can you give any notion of the period at 
which the transition might be completed P I cannot 
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Mr. H. A>. conceive that, ii‘ the Government are really in earnest 
MacLeod. and put their hearts into it, and especially get the 

banks to assist them — if it was the settled policy of 

16 March 1899 . the Government, I am sure the great Indian banks 
would come into it — I do not see why it should not 
all be done in two years. Then, I do not propose to 
limit the legal tender of the rupee at present. I 
would leave it perfectly untouched, and simply 
gradually introduce a gold currency in addition to 
that. 

12,074. You suggested making Customs duties 
payable in gold. Would importers have any greater 
facilities for getting gold than the Government them- 
selves? — -Importers must pay their dues, and it is 
quite easy for them to avoid silver. That is one of 
the ways I should take to restore a gold standard. In 
Russia all the import duties are payable in gold. 

12,975. But the importer would have to buy it in 
the market? — But he would have to buy silver. It 
does not matter to him whether he buys silver or 
gold. 

•'12,976. Unless there were a difference of price ? — 
Suppose the price of the sovereign is fixed at 15 
rupees, is it not the same thing to him whether he 
gets gold or silver ? 

12.977. If he can buy it at the same price; hut that 
might not be the case at first ? — I want nothing violent. 
I want a certain end in view, and to pursue it 
gradually. You might give them a little time to 
arrange matters. It is done hero ; so it is in Russia. 

I do not know how it is in France. In Russia, 
certainly, it is done. 

12.978. With regard to a tariff of the existing gold 
coins in India, would you base that entirely on the 
weight of fine gold in the coins, taking it in exact 
proportion to the fine weight of the sovereign ? — 
Quite so. That is the way that all coins are measured, 
by the quantity of fine metal in them. 

12.979. I think in your work on bimetallism you 
made some suggestion about giving a market rate for 
gold coins if brought in ? — No, that was the old 
custom when the Indian Government finally aban- 
doned bimetallism as hopeless in 1835, quite ignoring 


their Minute of 1806. which utterly condemned 
bimetallism. They said that silver rupees should be 
the sole legal tender throughout India, but that, all 
the ancient, gold coins should be received at the public 
treasuries at their market value in silver. 

12.980. But I thought at one time you proposed 
adopting the same measure again as an inducement, to 
the holders of gold to bring it in? — No, l do not. 
think so, because I want everything to be brought 
into connection with the gold standard — with the 
sovereign. 

12.981. At a. fixed rate? — At the rare of pun* 
metal. Formerly gold coins were received at their 
market value in silver. Now I want them received 
at their strict relation to the sovereign. This would 
make the currency of a uniform value. 

12.982. (Sir A. Dent .) I did not quite under- 
stand what you said about mercantile bills being 
payable in gold or silver at the option of the obligor. 
Will you explain that a little more fully ? — Suppose 
I have your bill for 100/. ; suppose 1 demand gold ; 
it may be very inconvenient to you ; or I might 
demand silver and you might not have it. Now, it. 
is the same to me whether you pay me in gold or 
silver — whether you pay me in two sovereigns or 
forty shillings; either would he perfectly good for 
me; whereas it might be inconvenient fo you to 
compel you to pay one or the other. 

12.983. But, if I owed you 100,000/., it would be 
very kind of you to let me pay the 100,000/. or its 
equivalent in shillings ? — Exceedingly so. 

12.984. I do not know how that would work. 1 
might turn that to my advantage surely? — The 
rupees at 1 s. 4 d. are the legal equivalent, just as 
shillings are here. What docs it matter whether you 
pay two sovereigns or forty shillings ? 

12.985. Because I can always get rid of forty 
shillings, but I cannot always get rid of 400,000 
shillings ? — But the same principle applies. It would 
be very inconvenient if a lot of people could press 
the Government for a particular metal. I would give 
the Government the option to pay which it liked, 
they should have their option entirely. 


The witness withdrew. 


Adjourned. 
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The Right Hon. Leonard H. Courtney, M.P., called and examined. 


12,986. ( Chairman .) You wish to call attention 
to the questions that were submitted to the Herschell 
Committee? — Yes. I think, so far as I understand 
the scope of your inquiry, it is essential that you 
shouEi first examine, as doubtless you have, what the 
Herschell Committee was called upon to do and what 
it did. It is upon the results of the action consequent 
on the report of that committee that you now stand, 
ar\d from that standpoint you have to face the future. 


It appears to me necessary that you should realise tho 
past, and, although probably I shall say nothing but 
what you have already had before you, I think it 
better to begin by saying that. The situation at the 
time when the Herschell Committee was appointed may 
be shortly said to be this ; that all classes interested in 
trade and commerce in India were very much 
embarrassed by the divergence — the uncertain and, as 
it proved, the growing divergence— between silver and 
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o' old. The instability of ratio baffled all calculation ; 
people did not know when they entered into a trans- 
action what would be the result when the transaction 
came to be completed. But, in addition to that, the 
real motive 1 cause of the appointment of the committee 
was the great embarrassment, to the Finance department 
of rhe Indian Government. The fall in the value of 
the rupee in relation to the pound sterling produced 
great and repeated deficits in the Indian finances, and 
the Finance Minister did not see his way to any mode 
of filling that deficit by the imposition of taxes. And, 
moreover, there was a danger that that deficit might 
he increased, so that any step taken to cure it for a 
particular time might be insufficient in tlu* course of a 
year or two. Moreover, at the time of the appointment 
of the committee there was an imminent danger, which 
was, in fact, soon after realised, of a change of action 
on the part of the American Government and Congress, 
which would lessen the consumption and coinage of 
silver -within the United States, and so probably 
increase the divergence between silver and gold, 
making India almost the only open ground for the 
reception of the silver that was being mined. This very 
much alarmed the Indian Government. It was urged 
on the Indian G overnment that the only way of settling 
this difficulty once and for all was to close the Indian 
mints ; and the Indian Secretary consulted Lord 
Herschell and his colleagues as to whether it would 
be justifiable to reject that proposal. 

12.987. I think I ought to ask you this question 
now, because Sir David Barbour, who was then 
the Indian Minister, as one of our body. The 
proposals of the Indian Government were not only to 
stop the coinage of silver in the Indian mints, but 
they also proposed the introduction of a gold standard, 
and that step was a preliminary to the introduction of 
a gold standard ? — You have the words before you. 

I do not think the terms of the reference to the 
Herschell Committee included that. It was only with 
reference to that possibility. 

12.988. No, it was a little more than that. I will 
read you the*, words : — (i I enclose for your Lordship’s 
“ perusal a copy of the correspondence which has 
“ recently passed between the Secretary of State for 
“ India in Council and the Government of India, in 
“ which, as you will observe, that Government sub- 
“ mits proposals for stopping the free coinage of 
“ silver in India, with a view to the introduction of a 
“ gold standard.” So that it was not simply an 
enquiry as to the closing of the mints ? — That was 
within the view, no doubt, of the Indian Government, 
but the actual question which we were called upon to 
decide was whether the Home Government would be 
justified in rejecting that proposal ; if we could not 
advise a rejection, could we offer any suggestions as 
to what would accompany the closing of the mints ? 

I think the first part of our answer was restricted to 
the reply that we could not advise the Indian Secre- 
tary to reject the proposal of the Indian Government, 
and we went on to say that, if the mints were closed, 
we thought it should be accompanied by a declaration 
on tbe part of the Indian Government that they would 
be prepared to receive gold, and to give out rupees in 
exchange for gold, at the several treasuries and else- 
where that they might appoint, at the rate of 15 rupees 
to the sovereign. 

12.989. We had better just get upon our notes the 
exact terms of the recommendation. The exact 
recommendation of the Committee, which was signed 
by every member of the Committee except Lord 
Herschell (who, of course, did not sign it because he 
was a member of the Government who would have to 
consider the report, although he concurred in it), is 
this: — u It remains for us to state the conclusions at 
“ which we have arrived. While conscious of the 

gravity of the suggestion, we cannot, in view of the 
“ serious evils with which the Government of India 
“ may at any time be confronted, if matters are left as 
“ they are, advise your Lordship to overrule the pro- 
“ posals for the closing of the mints and the adoption 
“ of a gold standard, which that Government, with 


tlieir responsibility and deep interest in the success 
“ of the measures suggested, have submitted to you. 
u But we consider that the following modifications of 
“ these proposals are advisable. The closing of the 
“ mints against the free coinage of silver should he 
“ accompanied by an announcement that, though 
“ closed to the public, they will be used by Govern- 
es ment for the coinage of rupees in exchange for gold, 
“ at a ratio to be then fixed, say Is. id. per rupee, 
“ and that at the Government treasuries gold will he 
a received in satisfaction of public dues at the same 
“ ratio.” Those are the words? — Yes. 

12.990. You consider that that was what you all 
agreed upon ? — We all agreed upon that. 

12.991. There was a difference of opinion about the 
l.s\ 4 d. was there not ? — I think Mr. Currie had some 
notion as to the fixity of Is. id. or as to the 
permanency of it rather. 

12.992. And Lord Farrer and Sir Reginald Welby 
“ could not join in the recommendation contained in 
“ the Report without at the same time recommending 
“ that the Government of India should, in view of the 
“ ultimate adoption of the whole of their plan, be 
“ prepared to secure the convertibility of their token 
“ silver currency and should with that object 
“ accumulate a sufficient reserve of gold”? — Yes, 
those two members did join in that. I do not 
remember now whether I saw their recommendation ; 
perhaps I did. 

12.993. Y r ou did not sign it at all events? — Oh no, 
I dissented from it entirely then, and have done ever 
since. 

12,994-. What has been the result of that policy ? — 
In my view the result has entirely justified the action 
then taken. It has secured the ends that we had in 
view. It has established practically by degrees — by a 
slow process, but it could not be done at once — what I 
think may be trusted as a stationary ratio between the 
rupee and the sovereign, and that stationary ratio is 
1,?. id. In consequence of the other steps that we 
recommended at the time, that has operated in the way 
of removing, except under extraordinary circumstances, 
the perennial deficit and the danger of the deficit 
coming on the Indian Finance Minister without any 
warning from causes over which he has no control 
whatever. He lias now, like every other .Finance 
minister, to face the possibility of deficits, but they 
will not arise in my view from any depreciation of the 
rupee in the near future. 

12.995. You regard that figure of Is. id. as 
practically stationary ? — I regard that figure as 
practically stationary. 

12.996. Will you tell us what jrou think are the 
reasons why it has risen to that figure ? — I contemplated 
from the first that there would be a gradual rise to 
that figure and that we should see in India experiences 
analogous to what we were called upon to watch in other 
countries in the course of our investigations. For 
example, the rise in the value of the paper currency 
in the United States after the great war. It took 
some time to rise, but it rose practically from no 
contraction, as far as I remember — very little 
contraction — of the mass of currency, but, the amount 
being fixed in substance, the growth of transactions 
of the United States, which is, of course, very much 
more rapid and of much greater elasticity than the 
transactions in India could possibly be, had risen to 
the level requiring, you may say, the quantity of 
currency which was found in circulation, and that 
currency obtained in that way a par relation to the 
gold it represented. 

12.997. It would be a legitimate contraction of the 

currency you mean ? — It would not be an absolute 
contraction in itself. Relatively it would be a con- 
traction, because the amount of the currency would 
diminish in proportion to the growth of the transactions 
which it had to carry. ^ ^ . J / 

12.998. But how would that affect this possibility ? 
Taking your own words you say, “No addition 
“ has been made to the amount in circulation, and with 
“ wear and tear on one side and increasing transactions 
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L.E. assuming the wear and tear to go on, and the trans- 

actions to go on increasing, would there not then be 
M ' 1 ' a danger ?— No. I consider that the action that we 
March 1899. a( ^ 0 Pl ;e ^ would result in the introduction of supplc- 

men tar y gold currency, which would not get into 

common circulation, any more than 50/. notes are in 
common circulation in England, or even 5/. notes; 
they are not the circulation of the poor, but the gold 
would come into India and would form part, although 
comparatively a dormant part, of the actual currency 
of India as much as the rupees which are in circulation ; 
and in my view the currency would go on receiving 
automatic accretions as the course of trade required. 

12,999. (Si?' F. Mowatt .) Your answer con- 
templates that the gold should he currency as well as 
standard? — I think that will follow from the usual 
habits and modes of living of men. 

13.000. I mean, you are contemplating its passing 
into the coinage ? — It is not at all necessary that the 
coins should he coined in India, although that might 
be advantageous. It is quite sufficient if a man' in 
India with a sovereign in his pocket knows that he 
can get 15 rupees for it. When that gets to he 
present in the Indian mercantile mind, then the gold 
will come side by side with rupees. 

13.001. (Chairman.) Any increase in the currency 
would be obtained by the issue of 15 rupees to the 
sovereign ? — Quite so. Just as any actual increase 
of our silver coinage at home is obtained by getting 
a profit from the mint, so the rupees, to the profit of 
the Indian Government, could be coined when wanted, 
and, if the merchants want it, it will come. 

13.002. The rupee would not go above Is. 4 d. as 
long as its intrinsic value is below that sum ? — As 
long as its intrinsic value is below that sum it could 
not go above Is. 4 d., and, as long as the Indian 
Government are ready to issue rupees in exchange for 
sovereigns at the rate of 15 rupees to the sovereign, 
that fixes the limit —the upper limit. 

13.003. Do you think that, having regard to the 
value of Is. 4 d. being fixed in the way you have 
pointed out, we may look to the permanency of trade 
movements to keep it at that value ? — I think we may. 
The thing that was borne in upon us by our 
investigations on the Hcrschell Committee was the 
extraordinary way in which trade movements and 
banking expansion did cause a level to be sustained 
for which apparently there was no adequate basis. 
That was not only the case in the United States, but 
it is the case in France. But what I would suggest 
to the Committee that they should consider here is 
the fact that our own silver coinage at home, although 
it is only legal tender to the extent of 2/., is de facto 
perfectly good for paying all debts to any amount. 

I am open to be instructed in the matter, but within 
my experience I never heard of any banker objecting 
to leceive from liis customer in the way of business 
any amount of silver that that customer brought to 
him, and, if he receives silver indiscriminately and 
honours the cheques which are drawn against that 
silver, it is only a case of carrying the silver to the 
bank and drawing a cheque, and the banker will say, 
“how will you have it?” Then you take wluit 
you get in exchange for that cheque and pay 
your creditor, so that, although the creditor may 
absolutely refuse to take from you more than 21. 
in silver, you always, without any limit so far as I 
know, use your silver through that one intermediary 
in the payment of any debt whatever. 

13.004. Practically the silver in this country is 
convertible ?— Just so. 

13.005. It is not an inconvertible token coinage ? 
-—Just so, and the circumstance that it is no” a 
legal tender, beyond 2/. has nothing to do with 
that convertibility, that convertibility is quite inde- 
pendent of that. It depends on the fact that the 
Government does not issue it beyond what is wanted. 

13.006. That is what keeps it within its proper 
bounds? — Yes. 


13.007. (Sir F. Mowatt.) I understand that con- 
siderably larger sums than 21. in silver are continually 
brought to the banks ? — Oil, yes, certainly. Consider 
what kind of account an institution like the Crystal 
Palace would keep with its bank. My earliest 
practical years were spent in a country bank. There 
we received from our trade customers what they had 
received over the counter, a large proportion of 
which was silver. Silver, notes, or gold, it is all one; 
it goes in without any discrimination to your credit. 

13.008. (Chairman.) My House of Commons ex- 
perience, which is much shorter than yours, has been 
this; that where the Chancellor of the Exchequer 
has been exposed to pressure with reference to the 
coinage, has been in regard to tin* deficiency of 
silver? — Just so. 1 may mention a tact which is of 
some little interest. My earliest practical years were 
spent in a bank in Cornwall. We received silver 
from our customers, but the silver was always 
accumulating on our hands and we were continually 
obliged to send away for gold. The silver was a 
thing that wc rather wanted to get rid of. Of course, 
in other parts of the country, bankers would have 
just the contrary experience. I believe in our case 
it was due in large measure fo the fact that silver 
was wanted in that neighbourhood for the purpose of 
payment of miners’ wages, whilst the commercial 
travellers and others who came down into that part 
of the country and supplied things, took away with 
them the gold with which they wort' paid, but did 
not take away the silver. 

13.009. There is always a great demand in a 
manufacturing district every week or every fortnight 
for silver to pay wages ?- -Just so. Perhaps I may 
give another illustration which struck myself and 
some other members of our Committee very much in 
the course of our investigations. I refer to the 
experience of the Austrian Government. The; 
currency of Austria was silver, but Austrian finances 
being in great straits, over and over again they had 
issued paper, and declared paper to be inconvertible, 
and the inconvertible paper fell below par in silver. 
Then, subsequently to 1873, silver became depreciated, 
and depreciated so that the silver was depreciated in 
reference to the paper, which before had been 
depreciated in reference to silver. The stationary 
paper of the Austrian Archduchy absolutely obtained 
a premium over the silver that it represented; and it 
never seems to have occurred to the jtx triaii 
Government that they could make a profit by bringing 
back their paper and putting out silver so as to main- 
tain that par. ‘But actually we had it well established 
that the inconvertible paper of Austria was at a 
premium in respect to the silver that it represented, 
that inconvertible paper for many years past not 
being subject to any increase. 

13.010. Is it not so now in the case of .“Russia? 
— It may he. That illustrates the proposition I am 
laying down, that an apparently arbitrary quantity of 
coinage in circulation can be maintained, under cir- 
cumstances where one would have thought it im- 
possible of realisation, at what has be, on called an 
arbitrary value. 

13.011. That would lead you, I suppose, to the 
conclusion that the Indian currency is becoming more 

and more automatic under the present system ? I 

think it is. 

13.012. There is, of course, a possibility that the 
rupee might fall? — It is impossible to say that it 
could not fall; it might fall under particular stress for 
a short time ; it may certainly be said that it could 
not rise, and it may fall; it is impossible to deny 
that ; but tho experience of the countries to which I 
have referred induces me to believe that it could 
only fall tenqiorarily, and that tho fall would speedily 
be recovered. Our own past experiences would 
suggest that, if there happened to be an absolute 
scarcity of leading crops— want of exports for the 
■whole 12 months — that might involve a temporary 
depreciation of the rupee in consequence of the 
necessity of finding something to pay outside debtors ; 
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but I think that difficulty, if it docs occur, could be 
ruet, and I really do not think it is a serious practical 
difficulty. It is a theoretical one rather than a 
practical one. 

13,013. In tliis connexion would you say anything 
with reference to the French currency ? As I under- 
stand, in France silver is legal tender to any amount? 
Silver is legal tender to any amount. 

13,011. And yet France assumes to have a gold 
standard? — That is so. The exchange between 
France and England is stationary. Of course it does 
lluctuate a. little, from day to day, but it is practically 
stationary, although silver is legal tender to any 
amount, and it is so because at present the coinage of 
silver is stopped, and it does not exceed what the trade 
of France will carry. Silver is to any extent legal 
tender in the United States. 

13,015. There they have a gold standard? — There 
they have a gold standyd. 

13,010. Although Lord Aldenham yesterday told 
us that they had not ? — Many of those controversies 
turn rather on the way in which you express facts, 
but as a matter of fact we, I suppose, may boast or 
confess that we have got a gold standard here, and I 
should say broadly that any country which maintained 
a, permanent exchange with us had a gold standard 
too. 

13.017. While we are upon this point we should 
like to have your view as to whether there is any 
difference, and, if so, what, as between the condi- 
tion of India and France with reference to the 
possibility of a gold standard ? — I do not know that 
there is any very great difference. The French Mint 
is open to gold. 

13.018. And not to silver ? — Not to silver, and that 
is practically the situation to which we have come in 
India. There may not be Indian mints open to gold, 
but, inasmuch as gold coined in England is receivable 
in India at a fixed relation to the rupee, it is the same 
thing. It is only the abolition of a little intervening 
space to realise an exact reproduction of the same 
state of things, and nothing turns upon that little 
intervening space. 

13.019. Suppose we ad vauce a step further. Leave 
silver in India unlimited tender, but also make gold a 
tender in India, and also make the sovereign by law 
equivalent to fifteen rupees; what would be the 
difference Jhen ? — I do not think there would be any, 

L slioiiTUtfiy substantially it would be a reproduction. 

13,620. Is there any country which you can refer 
to, besides Austria and the United States and France ; 
take the case of Russia, for instance ? — I am not 
sufficiently acquainted with the exact sitaution in 
Russia now. 

13.021. Wlmt do you say the Indian Government 
ought to do? — I should say, for the present at all 
events, and probably for a long time to come, they 
should do nothing, except to make it clear that they 
are going to maintain their present policy until some 
circumstances might happen, which later on I shall 
refer to ; but at present I should say, do nothing at all. 

13.022. Would you open the mints to the coinage 
of gold ? — Yes. I consider that, although many regard 
it as an important fact, to be an unimportant fact. 
It may strike the imagination and bring it home to 
the people, but, if the Indian treasuries are open to 
the reception of gold, that is enough, it involves the 
other things. It is a mere matter of machinery, and I 
think it is probably very desirable as a matter of 
machinery that they should be open to gold. 

13.023. I do not know whether you remember the 
proposition submitted to Sir Charles Wood for the 
reception of gold coinage in India ? — That was with 
a view to displacing the then silver standard. 

13.024. But there was a very strong opinion 
then on the part of the mercantile community in 
India that a gold currency would be popular, a great 
many representative bodies in India desired it ? — 
Opinions, if I may say so with respect, appear to be 
generated pretty easily in India. 
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13.025. (Sir F. Mowatt.) When you say the 

Indian Government should express their determination 
to maintain their present policy, you include the gold 
standard as well as the closing of the mints ? — We 
shall come to that presently, but 1 do regard the gold 17 March 1899 
standard as established. 

13.026. (Chairman.) For all practical purposes of 
internal trade in India — for the man in the street, 
and the man in the village, or the village shop, a gold 
coinage would be absolutely useless ? — Oh yes. 

13.027. A great portion of the transactions are 
carried on in copper ? — Yes, annas and pice ; but, as I 
said before, the 5/. note is not known to the agricultural 
labourer here, 

13.028. Now, if the Is. 4<r7. is represented, as it has 
been to us again and again, as an arbitrary amount, 
what is your answer to that ? — I should say that that 
was selected at the time the Herschell Committee 
deliberated — it was probably produced by those who 
had it in their mind — as involving the least change 
consistently with satisfying what was desired, namely, 
the filling up of the deficit. 

13.029. And avoiding additional taxation F — Avoid- 
ing additional taxation. It was a means of screwing 
up the rupee to a higher value, in order to get more 
money, as well as establishing that uniformity of 
exchange which was establshed. 

13.030. Your opinion, I see, agrees with the opinion 
that has been expressed to us by commercial 
authorities, that the commercial relations between 
India and England have adjusted themselves now to 
the Is. 4 d. ? — Yes, and will continue to adjust them- 
selves. I think also I may say with respect to that 
question of the difficulties that may arise in remit- 
tances home from time to time, that those will be 
adjusted also by merchants and bankers without any 
call for interference on the part of the State. Our 
own history in the past has shown how merchants and 
bankers can effectuate, and have effectuated, exchanges 
and remittances from this country to other countries, 
whilst our own coinage and currency were in a 
deplorable condition, far below the security and 
stability now established in India. 

13.031. You put it that a gold standard has been 
reached because the rupee has become equivalent to a 
certain proportion of the ounce of gold ? — Yes. I 
say that the rupee now in India has practically become 
equivalent to the fifteenth part of a fraction which is 
represented by 20,000 divided by 77,875 of an ounce 
of gold. 

13.032. Then, on the whole position of Indian 
finance at this moment, you would not take any 
further step ? — No. If 1 were in the position of an 
Indian Finance Minister, I should hold my hand. 

13.033. There have been several schemes put before 
us : Mr. Lindsay’s scheme, Mr. Raphael’s scheme, and 
the proposals, of course, of the Government of India. 

Have you considered those ?— Yes, they are all illus- 
trations, to my mind, of what I should call superfluous 
energy. 

13*034. You do not believe in what is called the 
exchange standard ? — I do not know that I under- 
stand what those words mean, but I do not believe in 
the necessity, or prudence, of the Indian Government 
undertaking to give gold in exchange for rupees ; and 
all these schemes, as far as I understand them, are 
means to the result that not only shall the Indian 
Government be prepared to give rupees in exchange 
for gold, but that it shall be under an obligation to 
give gold in exchange for rupees. 

13,035. That you do not approve of? — I do not 
approve of that. It is accepting an obligation which 
is entirely unnecessary. I cannot prefigure how much 
it would involve. It certainly involves some risks, 
which might be rather serious risks, of being on an 
inclined plane — you could not get back or prevent 
yourself from slipping lower and lower; and it does 
not promise any advantage which is worth the run- 
ning of that risk. If I were an Indian Finance 
Minister, I would no more undertake to give gold in 
exchange for rupees than I would undertake, as 
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Chancellor of the Exchequer in tin's country, to give 
sovereigns in exchange for silver. Someone has said 
that that is an incomplete feature of our own currency 
system. I do not know that we have suffered from 
that incompleteness. We exist under it. without any 
complaint. 

13,030. I suppose the great danger would be that 
gold would he obtained for rupees for the purpose of 
hoarding. So far as commerce is concerned, as you 
have already said, that would adjust itself ? — Yes. 

13,037. The danger would ho a drain of gold which 
would bo taken out of circulation and accumulated in 
India? — Yes, there is that risk — a serious risk — but 
the great risk I feel is in t-hc Government undertaking 
a supposed duty which they are. not called upon to do, 
which is not wanted, and which might lead them into 
very serious financial embarrassment. 

lo.OSS. And that, if their policy was to proceed by 
degrees towards the gold standard, and even to an 
enlarged gold currency, that would be a premature 
step ? — Yes. I think time would bring it about, and 
in the history of nations, a year, or even 20 years, is 
not a very considerable time. 

13.039. Then I need hardly ask you this perhaps — 
you are not in favour of opening the mints now to 
silver ? — If I were an Indian Finance Minister, I 
should not venture to look at it. 

13.040. If you were a merchant, would you look at 
it ? — Ho, I do' not think so — that is under the present 
situation — by itself, as an independent act of mi Indian 
Finance Minister. 

13.041. It has been said that India must have the 
means of remitting home and elsewhere. What is 
your answer to that? — My answer is, looking back as 
I do upon our own experience, that Indian merchants 
and bankers will always find the means of sending 
home and elsewhere — that it will he established 
practically automatically. 

13.042. Their remittances being really made in 
commodities ? — They will be in commodities in the 
ordinary way. India has not been a sender home of 
bullion ; iu fact, the movement has always been the 
other way. 

13.043. Last year we have had the experience of a 
famine, and this year we have had the experience of 
a bountiful harvest, and practically the result seems 
to be the same so far as regards steadiness of 
exchange ?— Yes. 

13.044. A great failure of crops might cause a 
temporary banking pressure ? — I admit that. 

13.045. But only in currency ? — I think so. 

13.046. Now what do you say as to the future ? — 
So far I have spoken from the point of view of an 
Indian Finance Minister, whose first care is to balance 
bis accounts, and also who has a desire incidentally to 
establish a stable ratio between tlie rupee and the . 
sovereign. Both of them have been secured, but, of 
course, those benefits have been secured at a certain 
price. In the interval, as is necessarily the case in 
the transition from one condition to another, there is 
a good deal of friction and some suffering involved, 
but those have been overcome, and I do not think we 
need consider now that they involve any great further 
danger. But the action lias been done, as I said 
before, by screwing up the rupee to a higher ratio in 
relation to the £. If there were any possibility, 
however remote, of the same stability of relation being 
established by bringing down the £ instead of 
screwing up the rupee, that is a contingency or 
possibility that an Indian Finance Minister ought 
never to. lose sight of. The cheaper the £, the 
better for India, and the less the weight of the gold 
debt upon India; and it is most desirable in the 
interests of India itself that that should not by any 
possibility be neglected. If we carry our minds back 
to the time before 1873, at that time silver was freely, 
coined in India ; gold was, freely coined in England ; 
but there was practically perfect stability of exchange 
between England and India. If there was any 
possibility of reproducing that situation, I believe we 
should all confess that that would be better than the 


present state of tilings. If, by any chance, the rupee 
could be again one-tenth of a £, Indian finances 
would be better, the burden of taxation would be 
lighter, and the burden on Indian trade would be less 
than it is, provided that is done in such a way as not 
to go on screwing up the rupee again and again to 
the «£, but by possibly, as it. might happen under 
certain circumstances, bringing down the £ into 
relation to the rupee. 

13.047. Do you mean by that a rise in the bullion 
value of the rupee r — A rise in the bullion value of the 
rupee. The change that has happened since 1873 was 
not due to any action ot* the Indian Government ; it 
was not due to any action of the English Government ; 
it was due to the action of other Governments. If 
the other Governments saw their way, or could be 
induced to see their way, or could be helped to see 
their way, to retrace the action which they took, we 
should get reproduced a situation very much better 
than the present, and the Iiftliun Finance Minister 
ought never to shut his eyes to the possibility of that 
being done. 

13.048. Would you go a step further and say that 
the Indian Finance Minister ought to see whether he 
could in any way accelerate that ? — He should keep 
his eyes open and, if there is any opportunity given to 
him, he should seize upon it. Of course it may be said 
that the solution of which I am speaking is quite 
futile — that it is a matter of the past — but, if you look 
back upon the past and see what forces have been 
raised and have not yet entirely passed away, and if 
you look forward to the future, I should be slow to say 
that anything was out of the question in respect of 
gold and silver. Wo know that the shutting of the 
Indian mints was ultimately precipitated — you may 
say ultimately determined upon — under the shadow of 
the possibility of American action in refusing to coin 
silver. Now it will be quite possible that American 
action might cause a reopening of the mints. 

13.049. In America do you mean? — No, in India. 
American action might facilitate or might occasion the 
reopening of the mints in India and an Indian 
Minister ought to view the possibility of American 
action. I will not say lie could do anything at once , 
but he might express himself in a way which would 
perhaps tend to bring about American action which 
would be beneficial to himself, to liis finances, and to 
India,. 

13.050. In the result, what you have just been 
saying would come to this, would it not, that, while you 
would not endanger the present equilibrium, you would 
keep your eyesopen to see whether anything might occur 
which might alter the conditions ? — There might arise 
circumstances under which it would be impossible to 
maintain the present situation. If the intrinsic value 
of silver rose so that the value of the rupee got above 
the 15th part of that fraction of an ounce of gold, the 
Indian Government could no longer offer to give 
rupees in exchange for gold; it would be bound at 
once to stop that. If the value of .silver rose so that 
the value of the rupee eame to be above Is. 4xl., the 
Indian Government must at once stop giving rupees 
in exchange for gold, otherwise it would have gold 
poured in upon it and silver going out. Therefore, in 
view of that, the Indian Finance Minister would bo 
quite justified and perfectly said in saying, if anything 
is done which should bring the rupee up to Is. 4<A, 

“ The situation is changed and I must take some 
action ” ; and he might say, “ If you bring up the 
16 rupee to Ls*. 4d. I must stop the issue of gold and I 
“ shall be prepared to re-open the mints to silver as 
iC long as it is above Is. 4d., upon the understanding 
“ that they are shut the moment , there are any 
“ signs of its going below Is. 4d 

13.051. But you would not deal with that at 
present; you would not say that now? — I should 
keep that rather in the back of my mind, as it wore. 
To an American Minister who came suggesting that 
the coinage, of silver might be renewed in America, if 
India showed any possibility of sustaining that action, 

I should say, “ Well, if you make silver freely eoinuble 
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in America, which must produce at once a very great 
change in the relative value of silver to gold, and, if 
that change were such as to bring up the metal in the 
rupee to i-s*. 4 d., then we shall be prepared to sustain 
it, by opening our mints in the same way/’ 

13.052. The policy, in your opinion, should be to pre- 
vent the rupee going below 1.9. -id., but of course wo 
cannot control the future, which might take it above 
1,9. id, P — Quite so, and, if it went in that way above 
l,s\ -id., it would really be a. benefit to India— a dis- 
tinct benefit to India, which ought never to he lost- 
sight of. 

13.053. (Sir F. MowuU.) The alternative to open- 
ing the mints at that point; when the rupee reached 
or passed l.v. Id., would be to alter the rate at which 
you would issue rupees ? — Yes ; you might say 
Is. 6d, and so go on going up. 

13.054. (Sir D. Barbour.) You referred to the 
rise which takes place in the value of the currency or 
The standard coin when the quantity is limited. It 
takes place, you have explained, by the growth of the 
country in which the coin is current ? — And the wear 
and tear of the coin too. 

13.055. By the gradual diminution of the quantity 
of coinage, and the general growth of the country ? — 
Yes. 

13,050. You also referred to the fall which may 
take place in the value of the coinage if the 
exports fall, oil very much. I suppose you would 
admit that a rise might take place in the value 
of the coin if the exports largely increased owing to 
good harvests, or anything of that sort. For instance, 

1 believe it to be the case that the value of the paper 
currency in Argentina has risen when the exports 
were large ? — Yes, that is possible, but that possible 
rise m India is cliecked in appearance, at all events, 
by the fact of the obligation to give rupees in exchange 
for gold. 

13,057. Tt practically cannot rise above la. 4rf. ?— 
Practically it cannot rise above 1.9. 4rf., although the 
amount of gold — really what lies at the bottom of it 
all is that the amount of gold represented by that par- 
ticular fraction in relation to commodities, changes its 
value. But as between silver and gold, as long as 
that obligation exists to give rupees in exchange for 
gold at that rate, the rupee cannot, in relation to gold, 
rise. 

13 058. When the American currency was so much 
depreciated at the time of the Civil War, the produc- 
tive power of the country had very much fallen off 
owing to that war P — Yes, that is so. 

13 059. And that may have been one of the causes 
that added to the depreciation of the currency at that 
time ?— I do not think so. 

13 060. It is a possible cause ? — Yes. I do not 
think it did, but it is a possible cause. 

13,061. Theoretically it is possible ?— Yes. 

13*, 062. And of course the removal of that cause, 
when the Civil War was over, would be an influence that 
would tend to raise the value of the currency again?— 
There was immense elasticity. As I have said, the 
natural elasticity of production in the United States is 
very much greater than could be the case in India, and 
tliorc "whs a great revival of elasticity immediately 
niter the war ; but the equilisation of the paper cur- 
rency after a time became gradual— continuous, but 
gradual ; it did not go up in leaps and hounds. 

13,063. Would you make gold a legal tender in 
India at once?— I think that is only a question 
of words. In my view gold is a legal tender. 

13 064. Practically it is a legal tender at this 
moment?— Yes, I have no objection to say so. 

13 065. The Government, as you are doubtless 
aware, will receive it in payment .of Government 
dues ? — Yes. 

13.066. And the Government will give silver rupees 
for sovereigns ? — Yes. 

13.067. Or for gold?— Yes. 

13.068. ' So that, if you owed a man 15 rupees and 
you offered him a sovereign, he would feel satisfied 
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that he could go to the nearest treasury and get 
rupees? — Tes. 

13.069. It would be the same thing as giving him a 
cheque which would certainly be cashed ? — Yes. 

13.070. Therefore for practical purposes gold is a i* 
legal tender at this moment in India ? — Just so. 

13.071. And the only further influence, that making 
it a legal tender could have, would bo a possible 
sentimental influence ? — Yes, the public mind gets 
affected by descriptions — words. 

13.072. The Government of India at present 
receive gold and give out rupees, and I believe the 
amount of gold that has been received in that way is over 
1^ millions. Do you think it would be the best plan 
to go on receiving gold in that way and accumulating it, 
or would you say at once, “ We will give gold as long 
as we have it in the treasury to anybody who brings 
silver rupees ? ” It is a question of policy whether it 
would he better to go on accumulating gold, or 
whether it would be better at once to say, “ We will 
“ let the gold go out just as we allow it to comei n ” P 
— No, I should not as yet allow it to go out. I should 
go on accumulating. 

13.073. You would for the present go on accumu- 
lating ? — Yes. I should get the greatest possible 
stability in the value of the rupee before I look to 
giving it out. 

13.074. Have you formed any opinion as to what 
amount of gold you would require to be paid in before 
you began to give it out? — I do not think 1 have any 
view on that point which is worth anything. I do 
not think it is very much that is wanted. The 
experience of the Dutch East Indies struck me as very 
remarkable in that way — how very little gold there is 
in Java. 

13.075. But in Java silver coins are current, which 
may be sent to Holland, where they are legal tender ? 

— Yes. 

13.076. And convertible into gold ? — Well there is 
scarcely a legal obligation, I think, in Holland to do 
that. 

13.077. But practically ? — Practically it is ex- 
changeable just as, practically, silver is exchangeable 
for gold here, hut you look upon Java and Holland 
as one. It is the same currency, »nd even taking them 
together the quantity of gold is not very considerable. 
In Java itself the quantity of gold is very incon- 
siderable ; I think it is under 400,000/. if I remember 
right. 

13.078. Do you happen to remember exactly why 
the rate of .Is. 4 d m was adopted by the Herschell 
Committee ? I will tell you why I ask the question ; 
you seem to think it was adopted because it was the 
minimum rate which would give the Government of 
India what it wanted. My recollection is rather this, 
that the Herschell Committee thought that, when the 
coinage of silver was stopped, the rupee might rise 
suddenly to a great height and cause incon- 
venience to merchants and others, and therefore they 
proposed Is. 4 d. as a provisional limit to any possible 
rise of the rupee ? — That was partly in our mind, no 
doubt; that was a branch of the general statement— 
that we wanted as little dislocation as possible : and 
that also was part of the consideration, as well as 
providing what was wanted by the Finance Minister. 

13.079. You will probably recollect that the 
original proposal of the Government ot India was to 
close the mints to silver, not to fix any rate at that time, 
but tojtake power to declare at some subsequent 
period a rate not exceeding Is. 6rf. ?— Yes. 

13.080. And that was altered in that respect by the 
Herschell Committee ?— Yes. We also thought it 
not desirable to give the Indian Government too great 
freedom of action in such a matter. We thought it 
was essential that the popular mind should be struck 
with permanence, and that therefore we had better 
adopt a basis which would probably endure. . > 

13.081. Y)u say you would as soon think of givim 
gold for silver in India as you would think of gmn: 
sovereigns in exchange for silver here, if you wen 
Chancellor of the Exchequer. But it would be a 
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very much more serious liability in India, would it 
not;? — It would, no doubt. 

13.082. In this country the quantity of silver is 
limited and known, and it is not more than sufficient 
for the requirements of the country ? — Just so. 

13.083. Then you say that fixity of exchange has 
been secured by screwing up the rupee. Of course 
you recognise that the old rate was 2.?. and that, in 
adopting Is. -kZ,, the increased value of gold has been 
recognised to a large extent? — Yes. 

13.084. (Mr. Le Mar chant.) You were referring 
to France. Did you say that you regarded the value 
of the 5-franc piece as being maintained only by 
limitation? — Yes, practically that is so. 

13.085. As a matter of fact, the Bank of France 
has a very large reserve of gold ? — And a very large 
Quantity of silver too. 

13.086. Do you think that, if the gold in the Bank 
of France were replaced by an equal nominal value 
of silver, so that the total volume of currency 
remained the same, and, therefore, the limitation 
the same, the value of the 5-franc piece would 
be equally maintained ? — Some alteration might 
be made, but of course the limitation to which I 
referred was the limitation of the quantity of silver. 
There is no legal limitation of the quantity of gold. 
There is at any moment a certain amount of gold in 
hand, but the gold may be freely bought and freely 
coined ; therefore there is no legal limitation of the 
quantity of gold. 

13.087. But the total amount of currency will affect 
the value of any part of the currency, will it not, 
taking gold and silver together ? — That is so, yes. 

13.088. Would you consider that the maintenance 
of the exchange value of the rupee in India would he 
affected by the amount of gold that might come into 
circulation ? — Automatically, you mean? 

13.089. Yes ? — Oh, no. 

13.090. You do not think that would bear upon it? 
— No, because I think the gold that would come in 
now atitomatically would only come in as the quantity 
of trade transactions required such an addition. 
Therefore the mass of the currency would be 
regulated by the necessities of trade, which now in 
rov judgment work automatically. 

13.091. Is not an outflow of currency necessary for 
any automatic system — for instance, at the time of the 
year when it might be in less immediate demand ? — 
To be perfectly automatic, of course, there ought to be 
a free outflow as well as a free inflow. 

13.092. Would not the outflow be largely assisted 
by the presence of an appreciable proportion of gold 
in India that could flow out ? — I do not think, 
myself, that there is any great outflow from India, 
certainly not towards this country ; there may be 
further East an outflow. And you may say that such 
outflow as there is would be facilitated by an increase 
in the quantity of gold in India. 

13.093. So far as such gold afforded a practical 
convertibility, it 'would be an assistance in maintaining 
exchange rates ? — Yes. I think by-and-bye, if we 
waited, -we should find such a quantity of gold in 
India that the bankers themselves would be able to 
give gold, or at all events give exchange drafts, without 
any difficulty from any outflow. 

13.094. But you would leave that to time ? — I 
would. 

13.095. ( Mr. Holland.) Do you attach any impor- 
tance to the contention of some witnesses we have 
had before us that India is greatly disadvantaged 
in her competition with silver-using countries by the 
present system ?— - No. I am not very much impressed 
with that. No doubt there are times of transition 
during which a country where the entrepreneurs of 
industry can pay their wages in depreciated currency 
enjoy an advantage in their commerce ; and it may be 
said that India has suffered that particular dis- 
advantage ; but I regard that as rather a transitory 
advantage, so far as it is au advantage at all. 

13*096. You contemplate, as at any rate a possibility, 
that, if the United State's were to open their mints, iib 


might be worth while to reconsider the question of 
reopening the Indian mints ? — I suspect that not only 
would it be worth while, but it would have to be 
done. 

13.097. Would you go so far as to suggest that the 
United States might be encouraged to take a step of 
that kiud ? We have had witnesses before us who 
have suggested that the United States should be 
encouraged to take that step ? — I rather foreshadowed 
the form of encouragement which I should offer. I 
would take my stand on my position as a Finance 
Minister who has known the inconvenience of rupees 
falling to low level, and I would not willingly run the 
risk of renewing that experience ; hut, certainly, 
realising, as I do, that if the United Slates took action 
it would have an effect on the Indian currency, and 
that quite conceivably it might bring the value of the 
silver in the rupee above Is. Ad., I would readily 
declare that in that event I should be prepared to 
support the United States Government by action in 
India. 

13.098. Yon would not put It the other way about, 
and reopen the Indian mints on the chance of the 
United States following ? — I do not think an Indian 
Minister could afford to do that. 

13.099. I understand that you differ from some of 
the witnesses we have had before us who favour the 
undertaking of the responsibility of convertibility by 
the Government. You arc against the Government 
undertaking that responsibility ? — Yes, I am. 

13.100. If the rate of exchange were to fall owing 
to unfavourable conditions, would you adopt any 
artificial means to bolster up the rate, or would you rely 
solely on trade influences ? — One cannot prophesy as to 
the future, especially in India; you may be forced by 
popular excitement to do things which your own 
judgment does not approve, but I should be disposed 
to rely on the self-adjusting action of trade. 

13.101. (Mr. Campbell.) With regard to converti- 
bility, although you say you would not undertake the 
responsibility of such a step, would you go so far as to 
say that, even if you had a sufficient quantity of 
sovereigns in the Treasury, you would refuse to 
exchange them at the rate of 15 rupees to the 
sovereign ? — Oh, no ; if I had a sufficient quantity of 
sovereigns I might easily do it. It is a tiling that I 
should regard as a matter of convenience to myself. 

13.102. It would be optional on your part? — I 
would not bind myself to do it. 

13.103. Then the position would be very much the 
same as it is in France ? — Yes. 

13.104. Then suppose the exchange, owing to an 
adverse trade balance, were to fall below Is. 4 d, 9 and 
the Treasury held a considerable amount of sovereigns, 
would you propose that these should he utilised to 
liquidate the home charges, in preference to the 
Secretary of State selling his Council bills below the 
Is. Ad. ? — Well, I should be indisposed to give any 
opinion as to what I would do under the circumstances, 
until they arose. I should like to know how long a 
period had passed before the crisis, and the amount I 
had in hand, and what the immediate prospects wore 
of a recovery, and so on. I should look upon my 
position as a banker, and consider whether the move- 
ment was one likely to lead to a greater dislocation, or 
one that you might safely take ay relieving a short 
emergent crisis. 

13.105. (Sir F. Mowatt.) But you would regard 
the operation as legitimate if it suited the Government 
at the time ? — Yes. 

13.106. (Mr. Campbell.) In paragraph 135 of the 
Herschell Committee’s Report, it is stated that, i( It 
“ is impossible, in view of these considerations, not to 
“ come to the conclusion that to close the mints for 
u the purpose of raising the value of the rupee is open 
(i to much more serious objection than to do so for 
“ the purpose of preventing a further fall.” Now, 
when that Report was written, the value of the rupee 
was Is. 2 \d. Can you explain why, looking to that 
declaration, a rate of Is. id. was adopted, which was 
8 or 9 per cent; above the rate ruling at the time 
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We did not adopt any limit as a thing to be at once 
established. We adopted a limit beyond which we 
thought, it imprudent that the rupee should be 
artificially sprung up. 

13.107. And 1.9. Ad. was that limit ? — Exactly. 

13.108. I suppose it was recognised that in all 
probability the dosing of the mints, especially if 
followed by the repeal of the Sherman Act, would 
lead to a great fall in the price of silver? — Yes. 

13.109. And that would accentuate the difference 
between the intrinsic silver value of the rupee, and its 
artificial value ? — Yes. 

13.110. Now, we know what has occurred — that 
there is a fall in the value of silver to the equivalent 
of 10c?. or lid. per rupee. Looking to that, do you 
still think that Is. Ad. was a suitable rate to have 
adopted? — Oh yes. I do not think the subsequent 
fall in the value of silver at all affects the question. 

13.111. Then do you admit that there might be 
disadvantages in pushing the artificial value of the 
rupee too high above its intrinsic value ? — Oh yes, 
there certainly me. The question is whether it is too 
high. 

13.112. The difference between 11c?. and Is. 4 d. y 
you think, is not too high ? — -But the artificial value of 
the rupee has not been pushed from lid. to Is. Ad. 
The value of the rupee when the pushing began, was 
above lid. We have not changed the situation in 
India in degree from lid. to Is. Ad., but from 1.9. 2Jd., 
or something like that, to is. 4d. 

13.113. With the Indian mints closed to silver, and 
no fresh currency obtainable, except from gold at the 
Government ratio, would you admit that the monopoly 
rupee must, in course of time, rise to any ratio the 
Government choose to fix ? — The Government might go 
on, undoubtedly. It might alter the Is. 4d. to Is. Od. or 
Is. Sd., or even 2s. , if they resolutely refused to give 
out rupees in exchange for gold, and the rupees 
shrank in quantity; it might take some time, but 
they might do it. 

13.114. Would you consider that the fact of 
exchange having risen in response to this in the course 
of four or five years, is itself a proof that th^ Is. 6d. 
‘or Is. 8 d., or whatever it might be, is a proper limit ? 
— No. I do not see how it hears on the question 
whether it would be a proper limit. I do not think I 
understand that question. 

13.115. Exchange has risen to Is. 4d. in the course 
of five years, and I understand you to say that that 


proves to your mind that 1.9. 4d. was justified ? — lit. Hon. 

Well, I think it may be said to be so. A A. 

13.116. Then I put it to you, suppose the Govern- Courtney, 

ment had adopted Is. Od., and in the course oF two _ ' 
years hence the rate had risen to l.s*. 8d., would that 17 1899. 

have been equally a proof that Lv. He/. was justi- 

tied? — No, I do not think it would. You have to 

take into consideration the change which you are 
introducing between the classes in India, and the 
change which you are introducing in respect oF the 
public debt in India, and generally in respect of the 
economic situation in India; and you would not be 
justified in trying, by reducing the "quantity of rupees 
and giving an artificial value to rupees, to screw it up 
to Is. 8 d. or 2s. 

13.117. Do you believe the raising of the rupee 
above its intrinsic value is a tax upon production? — 

The raising of the rupee above its intrinsic value is a 
tax not merely upon production ; in its process it may 
have been a tax on production ; it is an additional tax 
on the agriculturists and the rent payers. 

13.118. The producing classes? — So far as they 
are the producing classes, yes. It increases the bur- 
den of rent, undoubtedly. 

13.119. (Sir D. Barbour.) You talk about the 
rupee being pushed up from Is. 2 id. to Is. Ad. You 
are, no doubt, aware that, a short time before the 
mints were closed, it had been Is. 4c?. ? — Yes. 

13.120. And even higher ? — Yes. 

13.121. So that it was only retracing a portion of 
the fall that had taken place in the preceding 
years? — Yes. Iam afraid I should have to add, in 
order to make that complete, that, judging by the out- 
side circumstances, I do not think it would have risen 
again from Is. 2\d. to Is. Ad., if it had not been for 
what we did. 

13.122. ( Chairman .) It has been suggested to the 
Committee by Lord Northbrook that, should there be 
a surplus in India on the current financial year, that 
surplus should be used as a nucleus for a gold reserve. 

What are your views ou this matter ? — I cannot say 
that I have considered this proposal, but it is appareut 
at once that it proceeds from a point of view which I 
have rejected. I look to the currency being auto- 
matically regulated aud reserves accumulated in the 
ordinary course of banking business. I should there- 
fore discourage the intervention of Government by 
such an appropriation of the anticipated surplus, which 
I should prefer to see dealt with on ordinary lines oF 
policy. 


The witness withdrew. 


Adjourned. 



